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MONDAY, FEBRUARY 18, 1952 


Unirep Srares SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DreparTMENTs, 
Washington, D.C. 

The subcommittee met, pursuant to Senate Resolution No. 251, 
Kighty-second Congress, second session, agreed to January 24, 1952, 
in room 357 of the Senate Office Building, Senator Clyde R. Hoey 
(chairman of the subcommittee), presiding. 

Present: Senators Hoey, McClellan, Underwood, Mundt, and 
Nixon. 

Also present: Francis D. Fianagan, chief counsel; William A, 
Leece, assistant counsel, and Ruth Young, chief clerk. 

Senator Hory. The committee will please come to order. 

I will ask that if the photographers have not taken all the pictures 
they wish to, they take them now, so that we may proceed with expe- 
dition. We will follow the usual practice of not taking pictures during 
the time the witnesses testify. Whatever pictures are to be made 
will be made before the witness begins to testify. 

I wish to make a brief opening statement. 

Last year the Subcommittee on RFC of the Senate Committee on 
Banking and Currency received testimony that a group headed by 
Joseph E. Casey had are eight tanker vessels from the Maritime 
Commission. After the RFC Subcommittee had taken some testi- 
mony in connection with these tanker transactions, it decided that 
further investigation in this case was beyond the scope of its juris- 
diction. For that reason Senator Fulbright, the chairman of the 
RFC Subcommittee, referred this case for further investigation to 
this subcommittee. At about this same time last year the Senate 
Committee on Interstate and Foreign Commerce was also making 
preliminary inquiries in the case and the chairman of that committee 
also made available to us the results of his inquiry. 

ae investigation by our staff indicates that the group headed by 
Mr. Casey purchased and chartered eight vessels through the Amer- 
ican aus Tanker Corp. and its several affiliates and subsidiaries 
The purchase of five of these tankers from the Government was 
financed through a loan of $9,705,000 by the Metropolitan Life In- 
surance Co. Thereafter these five vessels were operated under a 
charter agreement with the Panama Transport Co., a Panamanian 
subsidiary of the Standard Oil Co. of New Jersey. The other three 
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tankers which were purchased from the Government by a subsidiary 
of the American Overseas Tanker Corp. were chartered to the U nited 
Tanker Corp., an atliliate of the China International Foundation, 
Inc. Thereafter the Casey group disposed of all its stock interest in 
American Overseas Tanker Corp. and affiliated corporations. These 
stock holdings were sold to two main groups, namely, the United 
Panker Corp. in which Chinese nationals had a considerable financial 
interest, and the Delaware Tanker C orp. which was financed by a 
Greek national. The stockholders in the Casey group realized $3,250, 
000 in the sale of their stock interests, which had been acquired on an 
initial investment of $101,000, 

The staff of this subcommittee has been and will continue to make 
further inquiries into the sale of Government-owned tankers to various 
corporations. However. this phase of our hearings will be confined 
to the purchase and resale of the eight tankers which were originally 
acquired by the Casey group. The main objectives of our investigation 
at this time are as follows: 

1. To determine whether the original purchase of these eight tank 
ers from the Government and the subsequent transfer of the vessels to 
various other corporations, as well as the use of the ships, was done 
ina manner consistent with the broad objectives of the Merchant Ships 
Sales Act of 1946 and in accordance with applicable merchant marine 
laws and regulations. 

”. To determine whether Federal taxes were avoided by the various 
individuals and corporations who made substantial financial gains 
from the chartering of these vessels or from the sale and transfer of 
the stock in the corporations involved in this case. 

To inquire into the legal, brokerage, and other fees which were 
paid in connection with various transactions in this case. 

The subcommittee staff, together with representatives of the Mari- 
time Administration and the General Accounting Office, have de- 
vel yped considerable information concerning the transactions in- 
volved. Because of the involved and intricate nature of the facts in 
this case, it will be necessary for the subcommittee to develop a con- 
siderable amount of detail in these hearings. If this is not done, the 
legal and tax problems involved cannot be adequately considered nor 
will it be possible to make a fair and complete presentation of the case. 
The subcommittee has not sought to prejudge this case, nor render a 
final judgment until it has made a thorough exploration of all perti 
nent facts. 

The first witness to appear here today is Vice Adm. Edward L. 
Cochrane, Maritime Administrator, U mited States Department of 
Commerce. It is believed that Admiral Cochrane’s-testimony will 
serve to outline the policy of the Merchant Ships Sales Act, as well as 
the operating procedures of the Maritime Commission in their admin- 
istration of the act. Other witnesses whose testimony may be necessary 
to determine or to amplify the facts in this case will be called upon to 
testify as the inquiry progresses. 

I will ask Admiral Cochrane if he will stand, please. 

Will you hold up your right hand? Do you solemnly swear that the 
evidence you give in this hearing shall be the truth, the whole truth, 
and nothing but the truth, so help you God # 

Admiral Cocurane. I do. 
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Senator Hory. Admiral, do you have a prepared statement / 


TESTIMONY OF VICE ADM. E. L. COCHRANE, ADMINISTRATOR, 
MARITIME ADMINISTRATION, DEPARTMENT OF COMMERCE 


Admiral Cocurane. 1 do have a prepared statement. I would 
like to add, however, cet that Iam not a financier and not an expert 
in tanker operations, but I have certain background in this question, 
which has been developed during my service. I would like to say also 
2% at I have no objection to being interrupted as the statement is read 

f there are some questions whieh will clar ify these matters. 

Senator Hory. We will follow that policy, then, and you may pro- 
ceed by first giving the reporter your name, position, and so forth, 

Admiral Cocurane. Lam Vice Adm. E. L. Cochrane, United States 
Navy (retired), chairman of the Federal Maritime Board, and Mari- 
time Administrator of the Department of Commerce. 

Senator Hory. You may proceed with your statement, Admiral. 
And any member of the committee may feel free to Interrupt to ask 
a question, if it is felt proper. 

Admiral Cochrane That will be quite satisfactory, Mr. Chairman. 

I appreciate the courtesy of your committee in allowing me to make 
a few veneral observations with respect to the sale of t: ankers under the 
Merchant Ships Sales Act of 1946, as amended. My remarks will be 
contined to a statement on the purposes and the’ more import: wnt pro- 
visions of the laws affecting the sale and operation of tankers, with a 
summary of the conditions affecting the sale of tankers during late 
IN47 and early L948, 

As you are aware, under the President’s Reorganization Plan No. 
21 of 1950. the former Maritime Commission was abolished, as of 
May 24, 1950, and its functions under the Ships Sales Act, among 
others, were transferred to the Secretary of Commerce. The Secre- 
tary of Commerce subsequently delegated the functions of the former 
Commission under the Ships Sales Act tothe Maritime Administrator. 
I have occupied that office since August 7, 1950. 

The sales of T-2 tankers under the act were completed long before 
I took office. T have had the Administration’s staff develop from 
the records of the former Commission what I believe to be a factual 
picture of those transactions. In performing this task, the Maritime 
staff has worked in close cooperation with your staff and with the staff 
of the General Accounting Office. 1 believe that our staff has fur- 
nished your committee with all of the material and information which 
we could find, both from a search of the Commission's files and from 
interviews with certain participants in some of the transactions. 

With regard to the Merchant Ship Sales Act of 1946. At the outset 
I consider it essential to discuss briefly the background, purposes, and 
more important provisions of the act. As you know, the sales 
authority under that act terminated on January 15, 1951. 

During World War I1, the Government requisitioned practically all 
oceangoing United States flag ships, and all new construction of 
ships during the period was for Government account. Although some 
of the ships requisitioned for use were returned to their owners at 
the close of the war, and a few of the many constructed for the Govern- 
ment during the war had been sold, the privately owned American 
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merchant marine by 1945 was seriously depleted in number of ships 
and deficient in quality of ships as well. 

The Ship Sales Act became law on March 8, 1946, after being con- 
sidered by Congress for about 2 years. This law, which covered 
approximately 4,750 ships, far from being an act merely to dispose 
of surplus ships, was designed—indeed, one of its principal purposes 
was—to assist in the establishment and maintenance of a healthy and 

vigorous privately owned American merchant marine by means of 
the orderly disposition of the Government-owned merchant fleet. 
The stated policy of the act emphasizes this purpose and follows 
verbatim the merchant marine policy set forth 10 years previously in 
the Merchant Marine Act, 1936, as follows: 

It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (@) 
sufficient to carry its domestic water-borne Commerce and a substantial portion 
of the water-borne export and import Poo commerce of the United States 

nd to provide shipping service on all routes essential for maintaining the 
flow of such domestic and foreign water-borne commerce at all times, (0) capable 
of serving aS a naval and military auxiliary in time of war or national emer- 
gency, (¢€) owned and operated under the United States flag by citizens of the 
United States insofar as may be practicable, and (d) composed of the best- 
equipped, safest, and most suitable types of vessels, constructed in the United 
States and manned with a trained and efficient citizen personnel. It is hereby 
declared to be the policy of the United States to foster the development and 
encourage the maintenance of such a merchant marine. 

In line with this policy, the act, while providing for sales to both 
citizens and noncitizens, provided specifically that citizen applicants 
were to be given preference over noncitizens, and that citizen appli- 
cants to purchase were to be preferred over citizen applicants to 
charter. This was to assure that the more desirable ships would be 
available for acquisition by American-flag operators. 

The act contained a formula for arriving at the sales price of ships. 
After World War I, ships were sold at prices which varied consider- 
ably, and the operator who came in early and paid a high price later 
found himself at a serious ¢ ompetitive disadvantage with the operator 
whose ships had cost him considerably less. Congress, therefore, 
recognized as essential a pricing policy which prevented large varia- 
tions 1n price. 

Briefly, the pricing provisions of the 1946 act required our pre- 
decessors, the former Maritime Commission, (1) to determine the 
prewar domestic, that is, 1941 cost of building ships of each type, and 
(2) the average war construction cost of that type of ship during 1944. 
The sales price, or “statutory sales price,” as the law ee it, of 
tankers, including the T-2 tankers, was set by the act at 8714 per- 
cent of the prewar domestic cost, with more or less ministerial Fa 
ments for class, age—that is, depreciation—and presence or absence 
of special features of value on a specific tanker, as contrasted with the 
standard tankers, used as the base for which to compute the prewar 
domestic cost. The law, however, contained a floor price below which 
the sales price could not be adjusted, with one exception: That is, 
under Public Law 269 of the Eightieth Congress and successor appro- 
priation acts, the Commission was authorized notwithstanding the 
floor price of the 1946 act, to make allowances to purchasers of vessels 
for the cost of putting such vessels in class. Consequently, to the ex- 
tent of the class repairs required in particular ships, those ships could 
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be and were sold at a net price below the floor price. In the case of 
tankers, this floor price was 50 percent of the average actual construc- 
tion cost in 1944. For the adentnation of the committee, I am set- 
ting forth the relevant sales data of T-2 tankers. 

The prewar domestic cost, that is, estimated 1941 cost, was $2,316,000 
per vessel. 

The domestic war cost, that is, the average construction cost, was 
$3,010,703. 

The unadjusted statutory sales price, namely, 8714 percent of the 
1941 cost, would be $2,026,500. 

And the floor price, or 50 percent of the average construction cost, 
was $1,505,552. 

Subject to their class repair allowances and adjustments for the age 
and features of particular ships, all tankers, as well as other 
ships, were sold on a uniform price basis at prices de ‘termined in ac- 
cordance with the above formula. ‘The average selling price of all of 
the 390 T-2 tankers sold under the act was $1,658,011.95. The average 
for those sold foreign was $1,706,898.65, and the average for those sold 
to United States citizens was $1,604.941.96. The figures are after all 
allowances, including those under Public Law 269, Eightieth Con- 
gress, and Public Law 862, Eightieth Congress. You will appreciate, 
T am sure, that my statements with respect to actions of the former 
Commission are based solely on its records and files and that I have 
ne person: al knowledge of the facts on these or any other transactions 
by the Commission under the Ship Sales Act. 

As I stated before, I took office only on the 7th of August of 1950. 

The record of the former Commission shows that the prices at 
which the eight tankers were sold to American Overseas Tanker Corp. 
are as follows: 


Ship Flag Sales price Remarks 

1. Fort George Panamanian $1, 513, 212.60 | No class allowance grante 
2. Gervais do 1, 584, 278. 92 Do 

3. Oywhee . do 1, 592, 606. 9S Do 

4. Umatilla do 1, 586, 777. 34 Ly 

5. Yamhill do 1, 589, 553. 37 Do 

6. Antelope Hill United States 1, 475, 375.13 | Includes class allowance 
7. Kettleman Hills do 1, 430, 097. 77 Do 

8. Meacham ‘ do 1, 489, 8&3. 38 Do. 


The Fort enw, authorized to be transferred to the Panamanian 
flag, sales price $1,513,212.60, made with no allowance granted; the 
Gervais, also authorized to be transferred to the Panamanian flag, 
$1,584,278.92, likewise with no class allowance granted. The Oywhee, 
also to Panama, $1,592,606.98, with no class allowance granted. The 
Umatilla, also to Panama, $1,586,777.34, with no class allowance; 
the YamAill, to Panama, $1,589,553.37, again with no class allowance 
granted; the Antelope Hills, retained under United States registry, 
including class allowance for repairs, $1,475,375.13; the Kettleman 
Hills, United States flag, $1,430,097.77, with class allowance; and the 
Meacham, United States flag, $1,489,883.38, likewise with a class 
allowance. 

Mr. Franagan. Admiral, if I could just clarify a point there: I 
notice that these eight vessels which were sold in the Casey group 
were all sold ostensibly to United States citizens, and that the average 
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price at which the Commission sold ships to United States citizens 
was $1,604,000. I note that all of these ships are slightly below the 
average selling price. 

Could you explain to the committee why it appears that these ships 
were sold somewhat below the average price ? 

Admiral Cocnrane. Yes, Mr. Flanagan. These ships, I believe, 
were all of the earlier vessels of the type, older vessels, from which 
the depreciation allowance, which amounted to about a hundred 
thousand dollars a year, was applied. And, of course, for the United 
States-flag ships, at the bottom, there is an allowance for repairs to 
place the ship in class; and by that I mean place thé ship in condition 
where she would get a seaworthy certificate from the American 
Bureau so that she could operate. So they were the older ships, which 
got the greater depreciation allowance. 

Mr. Fianacan. And you think, so far as the prices of these ships are 
concerned, the prices the Casey group paid to the Commission—you 
think in view of all the circumstances the prices were fair prices ? 

Admiral CocnraNne. I am sure, Mr. Flanagan, that they were prices 
that were determined very accurately, in conformity with the speci- 
fication provisions of the law, which, as I say, made allowance for age, 
for any particular features which that individual ship might have 
which made her more or less valuable than the base ship of the class. 
I haven’t been over the details of these things, but my staff has, and I 
am sure that the answer to your question is in the affirmative, that these 
were carefully prepared, and that these were proper prices in the pro- 
visions of the law. 

Mr. FLuanacan. Then you would say, based on the inquiries which 
your staff has made and which our staff also has made, that insofar as 
the prices of the ships themselves are concerned, they appear to be 
fair prices / 

Admiral Cocurane. The answer to that is clearly in the affirmative, 
sir. 

Mr. Fuanacan. Thank you. 

Senator McCLeLLan. Were these separate sales, Admiral, or were 
they all included in one transaction ? 

Admiral Cocurane. It is my recollection that they were in two 
transactions, but that the price of the ships was individually deter- 
mined. 

Senator McCLetian. T understand. What I am trying to determine 
now is whether we are inquiring into one transaction, or two separate 
transactions, or how many. 

Admiral Cocnrane. There were two, I am quite clear, Senator, one 
for the ships transferred to the Panamanian flag, and another for the 
ships held under the United States flag. 

Senator McCieiuan. In other words, the first five were in one 
transaction, and the last three in a separate transaction ? 

Admiral Cocurane. That is my understanding, sir. 

Senator McCLetLan. What is the difference in the dates? What is 
the date of the first transaction and the date of the second ? 

Admiral Cocnranr. I haven’t that immediately to hand. I will 
have my staff check it, and we will add it. 

Senator McCievian. That is all. 

Admiral Cocnraner. The Ship Sales Act of 1946, in section 4, pro- 
vided that any citizens of the United States could make application 
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to purchase a ship.at its adjusted statutory sales price, and provided 
further, and I quote: 

If the Commission determines that the applicant possesses the ability, expe- 
rience, financial resources, and other qualifications, necessary to enable him to 
operate and maintain the vessel under normal competitive conditions, and that 
such sale will aid in carrying out the policies of this act, the Commission shall 
sell such vessel to the applicant at the statutory sales price. 

Senator Munpr. Admiral, I wonder if you would dilate on that 
phase of the law a little bit. Would you indicate whether it seemed 
to be the intention of the lawmakers of the Commission to sell to 
actual operators rather than speculators and jobbers ¢ 

Admiral Cocurane. It was quite clear from the wording of the act, 
Senator, that they expected the sales to be made to applicants who 
possessed the ability, experience, and financial resources and other 
qualifications necessary. Now, I will develop those individual points 
a little bit further in the statement. 

Senator Munpr. That was the impression I got, and I wondered if 
that was the information you had, that that was the intent of the law, 
that it was to be sold to operators and not to speculators. 

Admiral Cocurane. I will come in just a minute to that, Senator. 
It was agreed that the purchaser could qualify as to ability by ap- 
pointing an agent. But I will develop that in just a minute. 

Senator Munpr. The intent of the law was to sell to operators 
and not to speculators ! 

Admiral Cocurane. I think that is quite clear, Senator. 

Senator McCLet.an. What control was retained over the sale, or 
the sale agreement! What provision was contained in it to insure 
that the policy of the act would be carried out by the purchaser ? 

Admiral Cocurane. Well, I think that will develop in a minute, 
Senator, if I may come to that point. 

Senator McCietian. All right. 

Admiral Cocuranr. The Commission was likewise authorized by 
this section to sell ships on credit terms after having attained at least 
25 percent of the sales price in cash. The balance, covered by a 
aeleeead mortgage, was made payable in not more than 20 equal an- 
nual installments with interest at the rate of 314 percent per year. 
Additionally, section 4 provided, and I think this bears on the point 
Senator Mundt was just making: “The contract of sale, and the mort- 
gage given to secure the payment of the unpaid balance of the purchase 
price, shall not restrict the lawful or proper use or operation of the 
vessel.” And that last is quoted from the act itself. 

On April 23, 1946, the former Commission published in the Federal 
Register its rules and regulations covering sales of ships under the 
act. This order, known as General Order 60, set forth the prices of 
various ships and a form of application which, among other things, 
called for the submission by the applicant of certain information 
with respect to its citizenship. 

Section 4 of the act provided for sales to “citizens of the United 
States,” and defined that term to include a corporation, partnership, 
or association only if it were a citizen of the United States within the 
meaning of section 2 of the Shipping Act of 1916, as amended. Briefly, 
that section of the 1916 act provides that no corporation shall be 
deemed a citizen of the United States unless— 
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(1) the controlling interest is owned by citizens; and 

(2) its president and managing directors are citizens ; and 

(3) the corporation was organized under the laws of the United States, a 
State, Territory, district, or possession; further, that the controlling interest 
shall not be deemed to be owned by citizens of the United States (a) if title to a 
majority of the stock is not vested in citizens, free from trust or fiduciary obli- 
gations in favor of noncitizens, or (b) if a majority of the voting power is not 
vested in citizens of the United States, or (c) if through any contract or under- 
standing it is so arranged that the majority of the voting power may be exercised 
directly or indirectly in behalf of any person not a citizen, or (d) if by any other 
means whatsoever the control of the corporation is conferred upon or permitted 
to be exercised by persons not citizens of the United States. 

General Order 60 also required that an application for the purchase 
of a ship be accompanied by an affidavit of citizenship of the appli- 

cant and include the name, address, office, nationality, and stock 
owned by each officer and director of the applicant. A copy of the 
certificate of incorporation or other organization papers and a copy 
of the bylaws or other governing instruments were also required of 
the applicant. 

Senator McCretian. May I ask this question: Was it considered 
by the Commission that an application conformed to this formula if, 
at the time the application was submitted and acted upon, the citizens 
of the United States who were incorporators had given an irrevocable 
option to citizens of another country to sell the stock or the interest 
of the citizens of the United States? Would that be a compliance 
with this formula ? 

Admiral Cocurane. Senator, of course, not having been a party in 
these deliberations, I can’t myself answer that question categorically. 

Senator McCie.Lan. Can you answer from the point of view of 
your interpretation ? 

Admiral Cocuraner. My personal belief is, and I think as of today, 
we would not consider that to be in compliance. As I say, there will 
be witnesses who, I understand, can give first-hand testimony on that 
point, which I am not able to do. 

Senator McCretian. At this point, when we had this formula 
before us, I wanted to ask that question. 

Admiral Cocurane. I think as of today we would not consider 
that in conformity. 

Mr. Fianacan. On that very point, Admiral, is it not true that back 
prior to the time that you came with the Commission, at the time that 
these ships were sold, the Maritime Commission was, as a general rule, 
taking the view that merely 51 percent of the stock ownership by 
United States citizens was prima facie proof of citizenship? 

Admiral Cocuranr. Mr. Flanagan, it is my understanding that, of 
course, that was the commonly accepted indication, but that these other 
conditions were set up at that time and needed to be in effect. 

Mr. Fianacan. Yes; but as a matter of fact is it not true, Admiral, 
that back in 1947 and 1948, when these ships were allocated, if a cor- 
poration came in and said, “51 percent of our stock is owned by Ameri- 

can citizens,” the Commission did not in fact look behind the stock 
ownership ¢ 

Admiral Cocnraner. I am unable to testify categorically on that 
point, Mr. Flanagan. I believe that to be the case, but that is only 
hearsay evidence on my part. ; 
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Mr. Firanacan. But, from what you know now, you believe it to be 
the case. And in 1947, 1948, and 1949 the Commission in most cases 
never went behind the stock ownership ¢ 

Admiral Cocurane. Well, I shouldn’t answer, because I don’t have 
any clear record, and I haven’t personally examined the minutes of the 
meetings at which these things were approved. 

Mr. Fuanacan. Based on the knowledge that has been brought to 
you, isn’t that your conclusion ? 

Admiral Cocuranr. I think it is inferred from what I know that 
that was the case, but I would certainly not be prepared to testify to 
that under oath. 

Mr. Fianagan. As for the present policy, 3 is not now the policy of 
the Commission and the Mena that when a corporation comes in and 
says, “51 percent of our stock is held by American citizens,” you will 
look behind the stock ownership to see if there are any strings attached 
to that stock, financial or otherwise ? 

Admiral Cocurane. We did do that in those cases where there was 
suspicion, when this case came before our present Board, our present 
Administration, Mr. Flanagan. 

Mr. Fuanacan. On that 1 very point, and to make clear for the rec- 
ord what we are driving at here, I think I will read just two short 
passages from the Congressional Record of June 18, 1918, at the time 
that section 2 of the act was amended. It brings out very clearly the 
problem. Mr. Saunders, of Virginia, who was a member of the Mer- 
chant Marine Committee of the House, had this to say about this section 
2 of the act which you are now talking about: 

In that act certain rights are afforded to citizens of the United States, and this 
amendment further defines the circumstances under which a corporation, partner- 
ship, or association shall not be deemed to be a citizen of the United States, and 
if they are not citizens then they will not be within the benefits of the act. 

And this is the important language in fhe statement by Mr. 
Saunders. He says: 


The amendment— 


which is the amendment that you are now operating under and we 
have been operating under for 30 years— 

the amendment intends to make it impossible for any arrangement to be effected 
by which a partnership, corporation, or association shall be a citizen of the 
United States when the real control of the same is in the hands of aliens. We 
have sought to make the language used so sweeping and comprehensive that no 
lawyer, however ingenious, would be able to work out any device under this 
section to keep the letter of the law while breaking the spirit of the law. 

Now, that is a pretty good expression of the intent of Congress some 
30 years ago. And in accordance with that you are now looking 
behind the stock ow nership to see that the spir it as well as the letter 
of the law is followed. Isn’t that correct ? 

Admiral Cocnrane. That is exactly correct, and a more stringent or 
at least more specific policy was adopted in this present Administra- 
tion back in October 1950. 

Mr. Fianacan. Do you know why the Commission, which was 
operating under the same law that you are, did not follow that line of 
reasoning back in 1947 and 1948 and 1949? 

Admiral Cocurane. Iam sorry. I can’t tell you why that was done, 
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but, as I say, I think you have witnesses scheduled who can probably 
give you direct testimony on that subject. 

Mr. Franacan. Thank you. 

Senator Hory. Proceed, Admiral. 

Admiral Cocurane. General Order 60 also required that an appli- 
cation for the purchase of a ship be accompanied by an affidavit of 
citizenship of the applicant, including, as I say, the name, address, 
office, nationality, and stock owned by each officer and director of the 
applicant. A copy of the certificate of incorporation or other organi 
zation papers and a copy of bylaws or other governing instruments 
were also required of the applicant. 

The affidavit of citizenship required the applicant to set forth under 
oath that he was a citizen within the meaning of section 2 of the 
Shipping Act, 1916, as amended, which brings out substantially this 
rather rigorous interpretation of citizenship to which you have just 
referred, Mr. Flanagan. 

While in the main the former Commission relied upon the above 
information to determine the citizenship of the applicant, it did in 
some cases require the applicant to furnish a list of all stockholders 
showing their nationality and the price paid for the stock held. At 
the time of the sale of the ships, the records of the former Commission 
show that no field investigation was made of the truth of the affidavits 
or other inforamtion supplied by the applicant. 

Senator Munpr. Admiral, in this statement, are you referring to 
the instant case? You do not make it specific there. Are you talking 
about this sale, this transaction now under investigation / 

Admiral Cocuran. That is a general statement as it is made here, 
but I think it applies specifically to these cases as well, Senator 
Mundt. 

Senator Munpr. How was it determined whether the Commission 
followed the policy in the main or whether it followed the policy it 
followed in some cases ¢ 

Admiral Cocurane. I think this is a statement of a negative result. 
In other words, there is no positive indication that such investigations 
were made. 

Senator Munpr (reading) : 

While in the main the former Commission relied upon the above information 
to determine the citizenship of the applicant, it did in some cases require the 
applicant to furnish a list of all stockholders. 

When you have a double standard of morality in any commission, 
[ am always curious to know why it applies to some people and not to 
others. 

Admiral Cocuraner. I can’t give you a categorical answer to that, 
Senator. I will have to check the record and find out whether this 
was one of those cases. 

Senator Munpr. I am not now referring tothis case. Iam referring 
to your preceding statement. 

Admiral Cocuraner. Yes, sir. I understand that. But I under- 
stand your inquiry is as to whether American Overseas Tankers was 
one on which they had required a specific list of all stockholders. 

Senator Munpr. I understand your statement to be that so far as 
you know they had not so required. 
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Admiral Cocuraner. As I say, I can’t give you specific information 
as to whether that was done or not. 

Senator Munpr. Do you have records on that 4 

(Admiral Cocurane. Yes, si 

Senator Munpr. Will you oe that for the record ¢ 

Admiral Cocurane. Yes, sir; we will get that for the record. 

Senator Munpr. Now, that being settled, | go back to my previous 
question, At the beginning of the paragraph, you said : 

While in the main the former Commission relied upon the above information 
to determine the citizenship of the applicant, it did in some cases require the 
applicant to furnish a list of all stockholders. 

I wonder what there is in the record to indicate why the Commis- 
sion used two standards of morality and why one applied to certain 
people and not to others. 

Admiral Cocnraner. We may be able to turn that up in our records 
of their transactions, Senator, but I suspect that there are some 
witnesses coming who could probably give you direct testimony on that 
subject. I could only give you, as I say, whatever the record may 
show. I have no personal knowledge of what they were doing at 
that time except insofar as the record shows. 

Senator McCuetnan. May I ask one question at that point? If, 
at the time the application was made and considered by the Commis- 
sion, the American citizens had executed an option with the non- 
citizens by which they would obtain a majority of the stock and control 
of the vessel, would that be in keeping with the spirit of the act / 

Admiral Cocurane. In our judgment, and I refer now to the pres 
ent Administration, it would not. 

Senator McCiet.tan. It would not / 

Admiral Cocuranr. It would not. 

Senator McCietian. And would that be actually a form of decep- 
tion practiced by the applicant, in view of the spirit of the act, on the 
Commission, if they certified as to owne rship and met these other re- 
quirements as to control, and who would be in control of the company 
if there was an option existing at the time by which the nonresident 
owners or interests could get control of the operation of the ships? 
Would that not be in violation of the spirit of the act ? 

Admiral Cocuranr. In my judgment that would be in violation not 
only of the spirit but of the provisions—that by some means the con- 
trol of the « ‘company is to be transferred to or to be exercised by people 
not citizens of the United States. 

Senator McCLetLan. In other words, assuming a dereliction of duty 
on the part of the Commission to ascertain those facts before it acted 
on the application, T think that can be assumed. If they did not in- 
quire into it and make certain that was not the case, then it seems 
clear that the applicants were undertaking to and successfully did 
practice fraud or deceit upon the Commission by not revealing the 
truth. 

Admiral Cochrane. Senator, [am not prepared to judge as to the 
circumstances under which this contract was entered into. T can speak 
for my own case, sir. As to the circumstances just prior to the deter 
mination of the authority to sell—in other words, in the second week 
of January 1951, for example—authority to sell was to terminate at 
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midnight on the 15th, and we had a number of applicants who came 
in, recognizing that a deadline was approaching, and we were forced 
to accept information without the possibility of complete i investigation, 
because had we done that it would have been impossible to consum- 
mate the same. 

Senator McCietian. That might not have been under those circum- 
stances a dereliction of duty, but “certainly if there was such a circum- 
stance associated with the application, in line with what I have said, 
it would be an attempt to defraud the Administrator, would it not, 
by not revealing those facts? 

Admiral Cocnrane. In my judgment it would, sir. 

Mr. Fuanacan. Admiral, on that point we are not trying to judge 
any facts we have investigated up to this point, but what if it should 
now develop that certain corporations obtained tankers when in fact 
these corporations were controlled by foreigners? What course of 
action now can be taken by the Maritime Commission or by your 
Board ? 

Admiral Cocuraner. Well, of course, so far as the Commission itself 
is concerned, we don’t have the right to vitiate the contract, but it is 
within the power of the Governme nt, and cases where there was ques- 
tion have been referred to the Department of Justice for their review. 

Mr. Fuanacan. And if it is, in fact, found that the law was cir- 
cumvented or violated, then, as I understand it, and you correct me 
if I am not right, the Department of Justice can start libel proceed- 
ings to attempt to get these ships back. The Government can sue for 
forfeiture of the ships. 

Admiral Cocurane. That is right, but it is not within our control. 

Mr. Fiuanacan. Yes. That is a power in the Justice Department 
and in the courts. 

Admiral Cocurane. In the legal procedures of the United States. 
That is correct, sir; yes. 

Referring to the further question of operating ability, which Sen- 
ator Mundt referred to a moment ago, the former Commission, in 
order to determine whether the applicant possessed the ability and 
the experience necessary to operate and maintain the ship under 
normal competitive conditions, required each applicant to furnish a 
description of its shipping business and any other business activities 
during the preceding 8 years together with a list of subsidiaries, 
parent company, and affiliated interests. On the basis of this in- 
formation and its general knowledge of the shipping industry, the 
former Commission made its determinations with respect to the op- 
erating ability of the various applicants. 

If any applicant wanted to purchase a ship on credit terms, the 
former Commission required that the applicant furnish the principal 
business activities of each director and principal executive officer. If 
a purchaser seeking mortgage aid appeared to lack the operating 
ability, he could, nevertheless, qualify from the operating point of 
view by appointing a qualified agent of his own choosing and agreeing 
not to change the agent during the life of the Government mortgage 
without permission. 

That bears on the question that Senator Mundt was asking, about 
operators, and so on. 

Senator McCiettan. How would that apply with reference to 
ownership / 
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Admiral Cocurane. The ownership would still rest in the applicant. 

Senator McCietian. I know, but could they transfer ownership or 
transfer a majority of the stock without the approval of the 
Commission ¢ 

Admiral Cocurane. Not without permission. 

Senator McCietian. Not without approval of the Commission 

Admiral Cocurane. That is cor rect, sir. 

Senator McCLeLLAN. Where they bought the ships on credit ? 

Admiral Cocurane. Yes. Manifestly, they couldn’t assign a mort- 
gage w ithout approval of the Commission. 

Senator McCie.tan. They might transfer the stock. What I am 
getting at is the question of tr ansferring the stock. 

Admiral Cocurane. As of today, in 1 all of our transactions which 
involve this sort of thing, of course, we are holding the applicants 
for transfer to a very close provision. 

Senator McCrietxian. I understand, but here is what I am trying 
to get at on this particular situation. The application on its face 
clearly indicates that a majority of the stock is owned by American 
citizens. It did in this instance. But if there was an option existing 
at the time that the application was considered by the Commission 
for the citizen stockholders to transfer a majority of that stock, so 
that the company would be controlled and owned, as to a majority of 
the stock, by nonresidents, then it violated the whole spirit of this 
act. 

Admiral Cocurane. Noncitizens, not necessarily nonresidents. 

Senator McCietian. Yes. 

Admiral Cocurane. That is our view, Senator, quite clearly. 

Senator McCietian. You have undertaken, since you became Ad- 
ministrator, to correct those things? 

Admiral Cocurane. We have made a very serious effort to correct 
them, Senator. 

Senator McCiet.an. In other words, you have taken far more pre- 

‘autions than had been exercised theretofore to make certain that the 
spirit of the act was carried out. 

Admiral Cocurane. We have endeavored to do that, sir. The proof 
of the pudding will come later. 

Under financial qualifications, finally, the former Commission was 
required to determine that the purchaser possessed the financial re- 
sources necessary to enable him to operate and maintain the ship under 
competitive conditions. Applicants were required to furnish details 
as to the manner in which they proposed to obtain the amount needed 
to pay for the ships purch: used. In the case of a cash sale, the former 
Commission considered that the ability of the purchaser to pay cash 
was prima facie proof.that the applicant possessed the financial re- 
sources necessary to enable him to operate and maintain the ship 
under normal competitive conditions. 

Mr. Fuanacan. Right at that point, Admiral, I would like to clarify 
something. The old Commission, then, if someone came in and said, 
“We are going to pay cash for a vessel,” took that as prima facie 
evidence that they had the necessary ability to operate and maintain 
the vessel ; is that correct ? 

Admiral Cocuranr. That is correct, 

Mr. Fruanacan. Now, in fact, if char are paying cash, that only 
indicates, does it not, that they are able to pay for the vessel? It 
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does not indicate whether they have the money.to operate and main- 
tain it? 

Admiral Cocurane. It indicated there were funds behind the en- 
deavor, which may have been their own capital or capital they secured. 

Mr. Fuanacan. Let me put it another way. At the present time 
When someone comes in to buy for cash, do you take that is prima 
facie evidence that they have the money to operate and maintain the 
vessel, or do you look further into the financial structure and find out 
whether they actually in fact have the financial resources to operate 
and maintain / 

Admiral Cocuranr. Well, as I say, Mr. Flanagan, our authority 
to sell terminated over a year ago, and as of the end of that period there 
was a terrific rush, which prevented our making as full field investi- 
gation in some of these cases as we might have liked to do. 

We did, however, attempt to establish the sources of the funds, even 
in cases of cash sales. 

Mr. Fuanacan. And the old Commission didn’t do that ¢ 

Admiral Cocurane. That is our understanding, from the record. 

In the case of a purchaser seeking mortgage aid, the former Com- 
mission required that the applicant furnish (1) a balance sheet dated 
within not more than 6 months and not less than 1 month of the date 
of filing the application; (2) a brief statement of the nature of any 
substantial change . its financial conditions since the date of the 
balance sheet; and (3) profit and loss statements for each year begin- 
ning with the fise al) year ending in 1939 and ending with the date of 
the balance sheet. 

Rigid minimum financial requirements for applicants seeking mort- 
gage aid in the purchase of ships were established. These are con- 
tained in General Order 60, which, incidentally, is quite a volume; 
it is about an inch thick. 

In all cases the former Commission reserved the right to request 
such additional information as was needed for it to make the appro 
priate findings. 

Further, the mortgage prohibits the mortgagor from withdrawing 
capital, redeeming capital stock, paying dividends, making loans to 
oflicers or related companies, or Scacaiies in related companies, or 
paying salaries in excess of $25,000, if such action would bring the 
working capital or net worth of the mortgagor below the amounts 
required. 

Mr. Fuanacan. Right there, Admiral, would the committee be cor- 
rect in assuming, then, that prior to the time that these Government- 
owned vessels could be sold it was the responsibility of the Maritime 
Commission and later of your own organization to check the ecitizen- 
ship, the operating ability, and the financial ability of the company ¢ 

Admiral Cocnranr. That’s correct. 

Mr. Fuanacan. They had to do three things ¢ 

Admiral Cocurane. That is correct. And those are specifically 
projected in the original Ship Sales Act. 

Referring now, Mr. Chairman, to the general questions of operation 
in the tanker industry, I think a little background may be of assist- 
ance to you, and I would like to put this in before we discuss the sales 
of tankers during late 1947 and early 1948; to give my understanding 
of certain conditions which bear on the operation of these vessels. 
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There are five major movements of petroleum products by tanker. 
And I think we ought to recognize here that there are two phases to 
that, one, the transport of crude petroleum from the producing fields 
to the refineries, and, second, the distribution of the refined products 
to the various areas of consumption. 

But, briefly, one can summarize it into five major movements. 

(1) The United States coastwise movement, which includes 
movement both of crude and refined products. 

(2) Movement from the Caribbean producing areas to foreign 
and United States consuming areas. 

(3) United States exports to foreign consuming countries. 

(4) Middle East and Far East producing areas to consuming 
areas in Europe, Asia, and the United States. 

And a fifth area, which has come in since the loss of the Iranian 
production, the distribution from European refineries to the East. 

Except in the United States coastwise trade, which by law is 
reserved to United States flag vessels, American flag tankers are at 
‘a competitive disadvantage because of the substantially higher cost 
of operation under the American flag with American crews. The 
major oil companies, therefore, have followed the practice of own- 
ing or chartering sufficient American flag tonnage to carry their 
coast wise requirements, depending on additional chartered tonnage 
to meet peak needs which occur in the winter months. 

In order to meet competition, they use foreign flag tonnage with 
lower operating costs to carry the bulk of their products in trades 
other than the United States coastwise trade. Other factors, such 
as the shortage of dollars, and foreign exchange problems, affect 
the utilization of American flag tankers. 

Now to the question of tanker sales: The records of the Commis- 
sion show that there were available for sale under the act a total 
of 390 T-2 tankers. By January 1, 1947, 9 months after the act 
became law, only 36 had been sold to United States citizens for 
American flag operations, and there were then no pending appli- 
cations. At hearings before the House Merchant Marine and 
Fisheries Committee during May and June of 1947, representatives 
of the oil companies testified that they believed that the industry 
had purchased all the tankers for operation under the American 
flag that they needed, and urged the sale of tankers for foreign flag 
operation. They pointed out that, except for the United States 
coastwise trade, which is reserved for American ships, American 
flag tankers because of the higher cost of operation could not com 
pete with foreign flag vessels. 

During April, May, and June of 1947, the Commission received 
a large ‘humber of applications for the purchase of T-2 tankers 
from noncitizens, and from citizens who requested permission to 
transfer the title and the registry of tankers of Panama. There 
were but few applications from citizens for American flag registry. 
The records of the former Commission indicate that by early July 
of 1947 the Commission had approved the sale of 53 T-2 tankers 
to citizens for American flag operation; 50 to noncitizens, and 64 
to United States citizens, for the transfer of both title and registry 
to Panama. There were then pending applications for the pur- 
chase of 8 tankers for American flag registry; applications for 
the purchase of 156 tankers by noncitizens; and applications for the 
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purchase of 4 tankers by United States citizens for transfer foreign 
of both title and registry. 

The former Commission, in early July, 1947, allocated 100 tankers 
for sale to noncitizens. The record indicates that this was after con- 
sultation with the other interested Government agencies, including the 
Navy, State, and Interior Departments. It appears the sales were 
made to the noncitizens because of the world-wide shortage of privately 

owned tankers and the absence of United States ¢ itizen purchase ap- 
plications. 

On September 18, 1947, the former Commission had decided that no 
more sales would be made where the title to the ship was to be trans- 
ferred foreign. 

Mr. Fuanacan. Right at that point, Admiral, then we can assume 
that from September 18, 1947, on, the Commission no longer allowed 
tankers to be in foreign hands? Is that correct ? 

Admiral Cocnrane. That is correct. There had been some transfers 
before that, in a block of 50. 

Mr. Firanacan. Yes. From then on, no tankers should have gone 
into foreign hands; is that correct ? 

Admiral Cocuranr. A member of my staff points out that there 
were some transactions that had not been finalized by that time, but 
there were no new approvals. 

Mr. Ftanacan. From September 18, 1947, on, the Commission would 
not approve any new transfers of tankers to aliens. 

Admiral Cocurane. That is my understanding. 


By September 19, 1947, the date five T-2 tankers were allocated to 


American Overseas Tanker Corp., the Commission had allocated 63 
T-2 tankers for sale to United States citizens for American-flag opera- 
tion; 150 to noncitizens; and 66 to United States citizens for transfer 
foreign of both title and registry. This left 111 tatikers available for 
sale. There were pending on that date applications for the purchase 
of 25 tankers by United States citizens for American-flag operation. 
Applications for the purchase of 42 tankers had also been filed by 
United States citizens tvho requested permission to transfer foreign 
both the title and registry of the tankers. An application filed by 
American Overseas Tanker Cor p. for the purchase of 20 tankers was 
also pending, under which title to the tankers was to be retained in a 
United States citizen, but registry of the tankers was to be transferred 
foreign. 

Mr. Fianacan. At that point, Admiral; was the American Overseas 
Tanker Corp. the only applicant who c: :me in and wanted to keep the 
title in a United States citizen but transfer the flag to some foreign 
government ? 

Admiral Cocurane. I don’t think that is the case, Mr. Flanagan. 
I would have to check that, though, sir. 

My staff advises me that that was the only one on file as of that date. 
I think there were others. 

Mr. FLanaGan. Subsequently, others may have been made. But as 
of that date? 

Admiral Cocuranr. I think that is correct as of that date. 

Mr. Franacan. When the American Overseas Tanker Corp. got 
its tankers, it was the only firm.that wanted the tankers for American 
ownership and for foreign flag? 

Admiral Cocurane. I believe that is correct, sir. 
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Mr. Fuanaaan. All right. Go ahead. 

Admiral Cocuranr. On September 19, 1947, the former Commission 
approved allocation of T-2 tankers covering all applications then on 
file by United States citizens for American-flag operation. On the 
same date, the former Commission also allocated five tankers to 
American Overseas Tanker Corp., giving the latter permission to 
transfer the registry of the vessels to Panamanian flag, but requiring 
the title to remain in the United States corporation. 

Mr. Fianacan. And one question there: Do you know whether o1 
not the Commission, after this date, after September 19, allocated 

vessels to anyone where the title was going to remain in the United 
States and the flag was going to be registe red foreign 4 

Admiral Cocrrane. I believe not. 

Mr. Fuanacan. In other words, this was the last time that the Com- 
mission allowed tankers to be sold whereby the citizenship would re- 
main here and the flag would go foreign / 

Admiral Cocurane. I am quite sure that the answer to that is that 
this was the last; but we can verify that. 

Mr. Franacan. Thank you. 

Admiral Cocurane. Thus, on the 19th of September 1947, the 
former Commission allocated tankers to all citizen applicants to pur- 
chase, where the applicant stated the title to the ship would remain 
in a United States corporation. The former Commission apparently, 
in view of its decision of September 18, did not allocate tankers to 
United States citizen applicants who wished to transfer foreign both 
title and registry. Again, I should repeat that the foregoing informa- 
tion, as well as much that follows, has all been drawn from the files of 
the former Commission. 

During the fall of 1947, there was a world-wide increase in the de- 
mand for petroleum products. This resulted in an increased demand 
for T-2 tankers owned by the Government. The former Commission 
received applications from United States citizens for the purchase of 
19 tankers for operation under the United States flag, between Septem- 
ber 19 and September 30, 1947, and 17 tankers between October 1 and 
October 15, 1947, and 108 tankers between October 16 and October 30, 
1947; by October 30, the demand appears to have exceeded the supply. 

Referring to tanker charter rates, as I have previously mentioned, 
the oil companies depend on the chartering of tankers to meet a sub- 
stantial portion of their transportation requirements. 

Time and voyage charter rates for tankers are arrived at in the open 
market on a suy yply and demand basis. While maximum- price regu- 
lations of the Office of Price Stabilization apply at the present time to 
the domestic coastwise and intercoastal trades, no such price-control 
regulations were in force during late 1947 _ early 1948, when the 
demand for the purchase of tankers was thé greatest. Generally, 
tanker charter rates are determined in a free market, which is sub- 
ject to wide fluctuations due to strong seasonal and other variations 
mm demand. 

During the war the Government controlled and operated all large 
oceangoing American-flag tankers. Voyage charter rates for these 
vessels were calculated and prescribed by the former War Shipping 
Administration and Maritime Commission, and the last series of rate 
orders listing such rates issued during 1946 and 1947 are still today 
used as a standard or measure for open-market quotations on tanker 
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charters for world-wide trading. These schedules, which are com- 
monly referred to in the market as USMC or Maritime Commission 
rates, are regularly used in connection with consecutive or single- 
voyage charters, subject to percentage additions or subtractions, ac- 
cording to the state of the market at the particular time involved. 
The fluctuating character of the market for spot-tanker charters is 
illustrated by the following summary of rates for the past 4 years. 

During 1947, tanker rates, in all trades, remained fair ly consistently 
at. the USMC base rates established by the Government during the 
war, until the latter part of the year, when the normal seasonal de- 
mand for heating oils began an upward trend, in September, which 

rapidly rose to USMC base rates plus 250 percent in the peak of the 
winter, that is January and February of 1948. 

The decline thereafter was just as rapid, and during 1948 rates 
ranged, during the summer and fall, from USMC flat to USMC 
minus 25 percent. During 1948-49, winter rates did not follow their 
usual seasonal pattern and declined rather than rose, so much so that 
the spring and summer of 1949 saw rates go to an historic low of 
USMC, minus 50 percent, with many tankers in lay-up and competi- 
tion rife for the existing business. 

The low-rate picture carried well into 1950, when, in the fall of that 
year the seasonal rise coupled with the demands for Korea once again 
brought rates rapidly to a winter peak of USMC plus 200 percent. 
The usual spring decline ensued with rates varying during the 1951 
summer from USMC plus 10 to plus 30 percent. 

The pattern is now maintained quite regularly, and from Se ptembe r 
1951, when rates again rose rapidly to a winter peak of USMC plus 
200 percent in November, we have seen a steady market at USMC 
plus 200 percent for 3 months. 

Charter of American-flag tankers: While the Ship Sales Act pro- 
vides that neither the contract of sale nor the mortgage shall restrict 
the lawful or proper use or operation of a ship, the approval of the 
former Commission was required by law in any case where a ship 
owned by United States citizens was to be ieenatoened to a foreigner. 
Such approvals must now be obtained from the Maritime 
Administration. 

Senator McCietian. May I ask, at that point: Would that include 
the transfer of stocks owned by citizens to a noncitizen ? 

Admiral Cocuranr. I think as of the time we are discussing, that 
was not considered to be the case. We are so considering it today, sir. 
In other words, we are requiring that they advise us in case there is 
transfer not only of title to the vessel, but transfer of title to the 
company. 

Senator McC LELLANg You say such approvals must now be obtained 
from the Maritime Commission. Now, such approvals did not have 
to be obtained from the old Maritime Commission ? 

Admiral Cocnrane. That was my understanding, and it was not a 
provision of the contracts. The contracts recently made provide that 
there must be approval of the transfer not only of the vessel but of 
the company itself. 

Section 9 of the Shipping Act, 1916, makes it unlawful to sell, mort- 
gage, lease, charter, or in any manner transfer to any person not a 
citizen of the United States any interest in any ship owned in whole 
or in part by a citizen of the United States and documented under 
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the laws of the United States, unless this approval is first obtained. 

Senator McCiettan. That law has been in existence how long? 

Admiral Cocnrane. Since 1916. 

Senator McCLet.an. Since 1916; and, of course, it applied to the 
Commission. In other words, it applies to the Maritime 
Administration ¢ 

Admiral Cocurane. That is correct, sil 

Senator McCiettan. That part of the law was not, of course, ob- 
served by the old Commission 4 

Admiral Cocurane. I am not sure. There are a number of amend 
ments to the act, but I don’t believe—section 9 has been the subject of 
a number of amendments and I haven't verified as to the date of those. 

Senator McCLettan. You mean you are unable to verify the state- 
ment you have just made ? 

Admiral Cocurane. No; I was just checking to make sure there 
had not been some amendment added subsequently, but I don’t believe 
that was the case. 

Section 37 of the same 1916 act, which section comes into effect when 
the United States is at war or during any national emergency, de- 
clared by the President, makes it unlawful, without approval, to sell, 
mortgage, lease, charter, or in any manner transfer any vessel, owned 
in whole or in part by a citizen of the United States, or by a corpora- 
tion organized under the laws of the United States, regardless of 
where the ship is documented. 

Additionally, the section makes it unlawful to enter into a contract 
to construct a vessel in the United States for any person not a citizen 
of the United States without approval. 

Senator Munpr. In section 9, Admiral, it would seem to me that 
where it is unlawful to transfer any interest in any ship, that must 
certainly include stock in the corporation. 

Admiral Cocuranr. We so consider it, Senator. 

Senator Munpr. You so consider it; and consequently, unless ap- 
proval is first obtained under the law of 1916, that would be an un- 
lawful act. 

Admiral Cocnrane. That is our view. 

Senator McC Letitan. Any interest in any ship, certainly has to 
include stock. 

Mr. Fuanacan. If we could just take a hypothetical case here, 
assume that the ABC Corp. owns title to a vessel. If the stockholders 
decide to sell their stock to a group of noncitizens, would that not be 
a violation of section 9? 

Admiral Cocuranr. We so interpret it. Iam not sure; I mean, we 
have made special provisions in the contracts we have approved since 
we have been here. 

Mr. Fianacan. But what contracts were approved by the previous 
Commission? You mean to say they would allow the controlling stock 
interest to be transferred to a foreigner ? 

Admiral Cocuranr. No, I didn’t mean to say that. What I am 
attempting to say is that [ can not a what their interpretation was, 
not having been here at the time. I do say that as of today, with my 
own administration here, we have so interpreted it. I am not clear as 
to what their interpretation was. 

Senator Nixon. Speaking as of today, was the law different in 1947 
than it is today ? 
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Admiral Cocnrane. I believe not, Senator. 

Senator Nixon. Section 9 was amended ? 

Admiral Cocurane. Section 9 was subject to some amendments. 

Senator Nrxon. But you do not know of any amendments between 
1947 and now, between then and now ? 

Admiral Cocnrane. I think not. 

Senator Nixon. If you had been confronted with that problem then, 
would you have considered it illegal for stockholders to make such a 
transfer ? 

Admiral Cocurane. To foreigners? Yes, sir. 

Senator Nrxon. You would have considered it illegal ? 

Admiral Cocurane. We would. 

Section 41 of the act provides that approval required under either 
section 9 or 387 may be ieee or upon prescribed conditions. If the 
approval is conditional, a violation of the condition makes the — 
subject to the same fines and penalties, and the ship subject to forfeiture 
as if the approval had not been granted. 

In considering application for approval under the above sections, 
the former Commission and the Administration consider each applica- 
tion on its merits. 

Section 37 was in effect during World IT, and until July 25, 1947, 
when, by the terms of Public Law 239, Eightieth Congress, the Con- 
gress declared the national emergency of September 8, 1939, and May 
27, 1941, terminated insofar as they related to section 37 of the Ship- 
ping Act, 1916. The declaration of emergency by the President on 

Jecember 16, 1950, again brought the provisions of section 37 into 
operation. 

On December 6, 1945, the Maritime Commission promulgated Gen- 
eral Order 59, which granted blanket approval under sections 9 and 
37 for charters of American-owned ships to foreigners if the charters 
were limited to periods of not more than 12 months. 

Apparently, because of the then shortage of tankers, the former 
Commission on January 30, 1948, withdrew tanker charters from this 
blanket approval: thereafter specific approval of each charter of a 
tanker to a noncitizen was required. 

When there no longer appeared to be a shortage of tankers, the for- 
mer Commission, presumably for this reason, on February 17, 1949, 
revoked its action of January 30, 1948, requiring specific approval of 
each charter foreign. Thereafter, General Order 59, as amended on 
February 17, 1949, again granted blanket approval to charters of 
tankers to noncitizens for periods of not more than 12 months. On 
October 12, 1950, General Order 59 was again amended so as to re- 
quire specific approval of any charter of ships for the carriage of 
cargo to Russia or to countries within the iron curtain.. No such 
appreres have been granted. 


Jue to the world-wide tanker shortage, the Administration on. 


January 22, 1951, revised General Order 59 to require that all charters 
of tankers owned by citizens of the United States and documented 
under the laws of the United States receive the specific approval of 
the Administration. This order was effective only as to charters en- 
tered into on or after January 24, 1951, and was not intended to be 
retroactive; thus, existing charters entered into under the previous 
blanket approvals could be carried out. 
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I again wish to thank the committee for its cooperation and I 
sincerely hope the assistance of the staff of the Maritime Administra- 
tion has been of value. If further information necessary is required, 
you can be assured of my wholehearted cooperation and the assistance 
of my staff. 

Mr. Fuanacan. Admiral, I just have one point to clear up here. 
On page 13 of your statement, at the very bottom, it says that on Sep- 
tember 19, 1947, these first five tankers were allocated to the American 
Overseas Tanker Corp. for American title and foreign-flag operation. 

Now, was American Overseas Tanker Corp. the only company 
— was permitted to buy tankers for American title and foreign- 

ag operation ¢ 

neal Cocurane. My recollection, Mr. Flanagan, is that there 
were certain others. My staff, however, advise that that was the 
only one, or it was certainly that last one on which that arrangement 
was made. 

Mr. Fianacan. I know it was the last one. My question is: Was it 
the only one? 

Admiral Cocurane. There were apparently a number of them that 
were sold to United States citizens for citizen ownership and Pana- 
manian registry in order that they could have those considered under 
a ruling made by the Navy Department, that those should not be 
considered as transfers foreign, in view of the fact that they were 
clearly available to the United States should they be required in an 
emergency. 

Mr. Fuanacan. Then you say there were others ? 

Mr. Cocnrane. According to the record that I have here, there were 
a total of 71, including the American Overseas Tanker Corp. 

Senator Munpr. Were they all in exactly the same category ¢ 

Admiral Cocnrane. I think that the difference that has been de- 
veloped here at the moment with the staff was that in some cases these 
were Panamanian corporations. 

Senator Munpr. Yes, they were for foreign ownership and foreign 
flag. What I want to know: Were there any other cases where the title 
was to be American and the flag Panamanian ? 

Admiral Cocuranr. I think the answer to that is no, that there were 
not. 

Senator Munpr. The AOTC was the only company which was al- 
lowed by the old Commission to take American title and register the 
flag foreign ? 

Admiral Cocurane. Yes. I understand that that is correct. 

Senator Munpr. Thank you. 

Senator McCietitan. Assuming, or if it developed as a fact, that 
the application for these eight vessels in question was filed and con- 
sidered by the Commission, there was an application or a sales contract 
in existence for the citizen stock, the citizen-owned stock, to be trans- 
ferred to noncitizens, thus transferring substantial ownership of the 
vessel to noncitizen interests, and assuming that the Commission 
failed to enforce or observe the provisions of section 9 of the Shipping 
Act of 1916, which made it their duty to see that it remained under the 
control of American interests, what rights or what remedy has the 
Government now, under those circumstances? 

Admiral Cocnrane. The Government has legal power to repossess 
those vessels through action of the courts. 
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Senator McCiet.an. Through action of the courts ¢ 

Admiral Cocurane. By libel proceedings. 

Senator McCLeLLanp. It does have the Tight. to repossess / 

Admiral Cocnrane. That is my understanding, sir. 

Senator McC.Letian. That is your understanding. 

Now, advise us whether, in this instant case, your administration 
has examined into the case sufficiently to determine whether any such 
fraud was practiced, or dereliction of duty on the part of the Com- 
mission, in failing to observe the law, which would now warrant your 
taking action to repossess the vessel, and whether you have given that 
any consideration. 

Admiral Cocurane. Well, Senator, these cases have been referred to 
the Department of Justice for its consideration. 

Senator McCiet.an. With any recommendation from you, as the 
Administrator / 

Admiral Cocurane. We simply pointed out where we believe possi- 
bilities of difficulty might occur. And I would say that one of the 
vessels which was involved in this over-all case, or a similar case, the 
Meacham, has been libeled. 

Senator McCLe.tian. Action has been taken against one of the 
vessels ¢ 

Admiral Cocurane. One ship, yes. 

Senator McCLe.LLan. Only one. 

Do I understand that as Administrator you have called the attention 
of the Justice Department to the other seven and the circumstances 
surrounding their sale and their disposition and abstra¢ted the facts or 
briefed the facts and presented them to the Justice Department ¢ 

Admiral Cocnraner. That is correct, sir. 

Senator McCie.t.an. So that it is now in the hands of the Justice 
Department, with all of the facts that are available to you as Adminis- 
trator ¢ 

Admiral Cocurane. All that we could turn up, working in con- 
junction with various staffs. 

Senator McCLettan. Then you have taken the appropriate action 
so far as your authority as Administrator is concerned / 

\dmiral Cocurane. We believe that we have, yes, sir. 

Senator Munpr. Mr. Chairman, could we have the date as to when 
this evidence was supplied to the Justice Department / 

Admiral Cocurane. June 15, 1951. 

Senator Munpr. Did that same date apply to the Meacham? 

Admiral Cocuranr. Yes; I think it was all one bundle. 

Senator Munpr. And will you also give for the record the date 
when the last ayer transfers were made? Five were transferred 
on September 19, you say, and I believe the others were transferred 
later in that year. 

Mr. Fianacan. We want the date of allocation, which is the im- 
portant date. That date is December 30, 1947, is it not? And three 
additional tankers were allocated to American Overseas Tanker Corp. ? 

Admiral Cocurane. Just a minute. . I will have to check that. I 
don’t remember it. 

The date of approval was December 30, 1947, and the delivery date 
for the first one, the Meacham, May 18, 1948. 


For the Kettleman Hills, April 29, 1948. and for the Ante lope Hills, 
January 12, 1949. 
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Senator Munpr. Three different years? 

Admiral Cocurane. No; two of them the same year. The approval 
date was the next to the last day of 1947, the 30th of December, the 
delivery date when the-ships were actually completed ready to be 
turned over 

Senator Munpr. The approval of all three was on the 30th of 
December °47 ? 

Admiral Cocnrane. That is correct. 

Senator Munpr. And it was during that interim when the Com- 
mission ordered that all ships should remain in a United States cor- 
poration ? 

Admiral Cocurane. That is correct, sir. 

Senator Hory. Admiral, we thank you for your presence, and we 
also desire to thank you and your staff for the very full and complete 
cooperation which you have given to our staff in making this investi- 
gation. 

Senator Munpr. It has been most helpful. 





(Nore.—The following letter was received by Senator Clyde R. 
Hoey from Admiral E. L. Cochrane on February 19, 1952, relating to 
discussion found on p. 17 of the testimony taken on February 18, 1952:) 


UNITED STATES DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
Washington 25, D. C., February 19, 1952. 
Hon. Ciype R. Hoey, 
Chairman, Senate Investigations Subcommittee of the Committee on 
Hependitures in the Executive Departments, 
United States Senate. 

My Dear SENATOR Hoey: During my testimony before your subcommittee with 
respect to tanker sales by the former Maritime Commission, the question was 
raised as to whether the sale of the five T-2 tankers to American Overseas Tanker 
Corporation under conditions which permitted the tankers to be registered under 
the flag of Panama, but required that title be retained by a United States citizen, 
were the only T-2 tankers sold with such a permission and restriction on title. 
I advised the general counsel of your subcommittee that I would have the record 
checked and would supplement my testimony on this point. 

The records of the former Commission show that on June 27, 1947, pursuant 
to an application filed on June 11, 1947, the sale of 20 T-—2 type tankers to Over- 
seas Tankship Corp. was approved. This approval provided for the transfer 
foreign of both title and registry of the tankers. 

Prior to the actual transfer of the title to all of the 20 tankers mentioned 
above, the Commission required Overseas Tankship Corp. to amend its purchase 
contract (MCc-—60444) to provide that title to the last eight of the tankers be 
taken in the name of a United States corporation. Pursuant to this addendum, 
dated March 24, 1948, title was taken to the last eight tankers in the name of 
Amertean Transport Co., organized under the laws of the State of Delaware as 
an affiliate of Overseas Tankship Corp. The ships were registered under the 
Panamanian flag. 

An examination of the records of the Commission indicates that these eight 
tankers, together with the five sold American Overseas Tanker Corporation, were 
the only T-2 tankers sold by the Maritime Commission under the Merchant 
Ship Sales Act where title was to be taken in a United States citizen corporation 
but where permission was given for the ships to be registered under Panamanian 
flag. 

If I can be of any further assistance to your subcommittee, please do not 
hesitate to call on me. 

Sincerely yours, 
E. L. CocHRANE, Chairman. 


Senator Hory. Mr. Leece? 
Hold up your right hand, please, Mr. Leece. 
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Do you solemnly swear that the testimony you will give in this 
hearing will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Lxxce. I do. 

Senator Hory. Give your name and connection to the reporter, 
please. 


TESTIMONY OF WILLIAM A. LEECE, ASSISTANT COUNSEL TO THE 
COMMITTEE 


Senator Hory. Mr. Leece, in the performance of your official duties 
as a member of the staff of the committee, have you made certain inves- 
tigations of the records with reference to the various corporations 
involved in the investigation which we are now making on the trans- 
fers of ships? 

Mr. Lerce. Yes, sir. 

Senator Hory. Are you prepared to testify from the records which 
you have examined and the a which you have gathered in that 
examination ? 

Mr. Leece. Yes, sir. 

Senator Hory. Mr. Flanagan will now examine you with reference 
to the details. 

Mr. Fianacan. I might state here for the record, Mr. Chairman, 
for the benefit of the members of the committee, that the staff of the 
committee, in cooperation with the Maritime Board staff and the 
General Accounting staff, and as a result of investigations and con- 
ferences with the officials and the attorneys of the various corporations 
involved, have attempted to set forth a factual framework upon which 
we could conduct further questioning of witnesses who are scheduled 
to appear before the committee. Mr. Leece is here ready and pre- 
pared to discuss these charts. 

Now, as has been brought out here this morning already, the 
Casey group acquired eight tankers. We are going to consider the 
acquisition of these t: ankers in two phases. First will be the acquisi- 
tion of the five tankers, which will be discussed here this morning 
by Mr. Leece, the acquisition, chartering, and sale of the five tankers. 
After he finishes that, we will then go into the acquisition and charter- 
ing of the three tankers, but for the present time we are confining our- 
selves to the acquisition of the first five tankers allocated to the 
American Overseas Corp., as shown on charts 1 and 2. 

Mr. Leece, will you proceed to gtve us in a gene ral broad outline 
the facts which we have found to exist ? 

Mr. Lerce. Yes, sir. 

The parent corporation, in all business dealings as reflected in this 
chart No. 1, was the American Overseas Tanker Corp. That was a 
Delaware corporation originally set up on August 26, 1947. At that 
time, 10,000 shares of capital stock were authorized. It was all of 
one type. Three hundred shares were issued, 100 shares 
to Mr. Joseph E. Casey, 100 shares to Mr. E. Stanley Klein, 
and 100 shares to Mr. Julius C. Holmes. At that time, Mr. 
Casey was made president and treasurer. Mr. Holmes was made 
vice president and secretary of the corporation. They acquired their 
300 shares through the investment of $400 each. which 
money was deposited in the Riggs National Bank here in Washington. 
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On the following day, August 27, 1947, the American Overseas 
Tanker Corp. filed an application with the Maritime Commission 
for the purchase of 20 T-2 tankers. 

I would like, if I may, to go into some of the provisions or some 
of the statements, rather, made by the applicant at the time they 
applied for these vessels. 

Mr. Fianacan. In other words, Mr. Leece, the day after the corpo- 
ration was formed, they submitted an application to the Maritime 
Commission for 20 tankers. Is that correct? 

Mr. Leece. That is correct, yes. 

Senator MoCietian. How much capital had they paid in at that 
time ? 

Mr. Leece. At that time, $1,200. 

Senator MoCLexian. $1,200 at the time the application was sub- 
mitted ¢ 

Mr. Leece. That is right, sir. 

In the application, the American Overseas Tanker Corp. 
stated that it was a citizen corporation organized under the laws 
of the State of Delaware, that they were requesting these tankers 
for Panamanian title and registry, and title would be taken in a 
Panamanian subsidiary yet to be formed. They admitted no ship- 

ing experience, stating that they intended to charter the vessels to 
ed American oil companies. They indicated that they would pay 
‘ash for the vessels and that that cash would be secured from various 
banks and insurance companies. 

Mr. Fuanagan. Mr. Leece, will you put that application in the 
record as an exhibit at this point, the application of August 27, 1947 ¢ 

Senator Hory. That will be marked “Exhibit 1.” 

(The application referred to was marked “Exhibit 1” and will be 
found in the appendix on p. 624.) 

Mr. Lerece. Sometime during the middle of September, about the 
17th of September, the Maritime Commission began discussions con- 
cerning the sale of tankers to noncitizens. They also began to discuss 
the over-all problem affecting applications for citizen ownership, with 
the privilege of transferring operation foreign, chiefly Panamanian. 

On the 18th of September it was the consensus of the Commission 
members that the supply and demand situation, at the time, was such 
that the Commission should adopt a new policy, and on that point 
they did adopt a new policy precluding any sales foreign after that 
time, after the 18th of September. At the same time they indicated 
that where a citizen applicant came into the Commission for vessels 
and was requesting title American but Panamanian operation 

Mr, Fuanacan. Panamanian flag? 

Mr. Lerce. Panamanian flag. That that approval could be secured 
only under the provisions of section 9 of the 1916 act as incorporated 
in the 1946 act. And that generally was this, that before you could 
transfer flag foreign you had to have the permission of the Maritime 
Commission. 

On the same date, Mr. Casey, as president of the American Overseas 
Tanker Corp., submitted amendment No. 1 to his original application. 

In that amendment, he stated: 





It is proposed that title to the tankers be in the applicant— 
that is, American Overseas Tanker Corp.— 
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a citizen corporation, all of the stock of which is owned by citizens of the United 
States, and all of the directors and officers of which are citizens of the United 
States. It is intended that all other provisions of the original application remain 
unchanged. 

That amendment was considered by the Maritime Commisston and 
approved on the following day, which was September 19. 

Mr. Fianacan. In other words, in the first application that AOTC 
made, they asked for foreign ownership and foreign flag ¢ 

Mr. Lerce. That is right, sir. 

Mr. FuanaGan. Then, as soon as the Commission changed its policy, 
the American Overseas Tanker Corp. amended its application and 
said: 

We will take the title in an American corporation, but we ask for a Pana- 
manian-flag operation. 

Is that correct ? 

Mr. Leece. That. is correct. 

Mr. FLanacan. Will you put that amendment in the record as an 
exhibit, also? 

Senator Hory. It may be marked “Exhibit 2 

(The amendment was marked “Exhibit 2” and will be found in the 
appendix on p. 626.) 

Mr. Leece. As I have indicated, on the 19th of September, the Mari- 
time Commission approved the original application as amended for 
five T-2 tankers, to the American Overseas Tanker C orp. 

On the 29th of October 1947 Mr. Julius Holmes, vice president of 
the corporation, directed a letter to Vice Admiral Smith, who was then 
Chairman of the Maritime Commission. 

I will not quote from his letter, but the substance of it is this: That 
at the time that American Overseas entered their application, they 
admitted that they had no shipping experience, but also suggested that 
they were then looking for such operating experience and had decided 
to ask the Marine Transport Lines, Inc., an old-established shipping 
company located in New York, to participate with them not only as 
operators but as substantial stockholders. 

Senator McCiettan. You mean the Marine Operating Co. ? 

Mr. Lerce. No, the Marine Transport Lines, Inc., of New York City. 

I might say, Senator, that the Marine Operating Co., Inc., is an 
affiliate of this same or ganization. 

That was followed on the 12th of December 1947, by a communica 
tion from the Maritime Commission to AOTC, at which time they ad- 
vised American Overseas that they were authorizing the sale of five 
tankers to American Overseas. 

Mr. Franacan. In other words, right there, Mr. Leece: AOTC 
admitted that it had no operating experience, but that their operating 
experience was going to be fur nished by the Marine Transport Lines, 
Inc., or some of its affiliates? 

Mr. Leece. That is correct. 

Senator McCieuian. Well, at that time, was there any statement 
in the record or anything in the files of the Commission to indicate 
that the stock was to be transferred or was subject to transfer to non- 
citizens as soon as the consummation of the allocation of the vessels? 

Mr. Lerce. No, sir. 

Senator McCuenian. Was there anything in the file to indicate to 
the Commission at the time that a subsequent transaction offer trans- 
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ferring the stock from the American citizens to noncitizens was con- 
templated ¢ 

Mr. Lerce. No, sir. 

Sometime between August and the 21st of October 1947, the Marine 
Transport Lines, Inc., purchased the Greenwich Marine Corp. The 
Greenwich Marine Corp. was a Panamanian corporation originally 
set up on August 8, 1947, by a New York attorney—I underst: and that 
he is an attorney—named Joseph Luley. 

Mr. Fianacan. How do you spell that / 

Mr. Lerce. L-u-l-e-y 

I have been advised that Mr. Luley made a practice of organizing 
Panamanian corporations, which are referred to as stand-by cor- 
porations. They are used in this fashion: 

An American shipping company having the right, the privilege. 
of operating vessels under the Panamanian flag will purchase these 
so-called stand-by corporations, after which time such vessels as they 
have for Panamanian operation are operated by these companies. 
At that time, Marine Transport Lines, Inc.. which was, of course, 
participating with the American Overseas Tanker Corp. in this 
whole venture, purchased the corporation for something over $600, 
which amounted to the legal fees involved in setting up Greenwich 
Marine. 

Mr. Fianacan. At this point, I think we ought to clarify this. 

Marine Operating Co., Inc., and Marine Transport Lines, Inc., 
both are American corporations, are they not ? 

Mr. Lerce. Yes. 

The Greenwich Marine Corp., as I said, was a Panamanian cor- 
poration. Twenty thousand shares of stock were authorized and 
were issued, at $3 per share. 

So that to this point, we have the American Overseas Tanker Corp., 
the Greenwich Marine Corp., the Panamanian affiliate; Marine Trans- 
port Lines, Inc., participating with the American Overseas group as 
operators, and as substantial stockholders. 

On the 19th of December 1947, the Maritime Commission and 
American Overseas Tanker Corp. entered into a sales contract look- 
ing toward the transfer of title in five T-2 tankers. They have been 
identified by Admiral Cochrane, but I think it pertinent to point 
out the dates of the transfer of title on each of these vessels. 

On the first, the Owyhee, title was transferred to American Over- 
seas on January 9, 1948. Title to the YamAi// was transferred on 
January 15, 1948. Title to the Umatilla was transferred on January 

3, 1948. Title to the Gervais was transferred on January 16, 1948. 
Agd title to the Fort George was transferred on January 9, 1948 

Sometime between August and October 1947, the Greenwich Ma- 

ine Corp. was or ganized. On the 21st of October 1947, the Ameri- 

an Overseas Tanker C orp. chartered these five vessels to the Green- 
wich Marine Corp. 

Mr. FuanaGan. In other words, in October 1947, which was 3 or 
4 months before AOTC even got the vessels, but after they had been 
allocated to them by the Commission, they chartered the vessels to 
the Greenwich Marine Corp., which was then controlled by the 
Marine Operating Co. or its affiliates. 

Mr. Leece. Right. 
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Mr. Fuanacan. Goahead. 

Mr. Leece. That was a 15-year bareboat charter, at a rate of 88 cents 
per deadweight ton per month. 

On the same date, October 21, 1947, the Greenwich Marine Corp. 
subchartered the five vessels to the Panama Transport Co., a Pan- 
amanian subsidiary of the Standard Oil Co. of New Jersey That also 
was a bareboat charter, but at a rate of $2.20 per deadweight ton per 
month. 

Mr. Fuanacan. And that was a 5-year charter ¢ 

Mr. Leece. That was a 5-year charter ; yes, sir. 

Mr. Frianacan. Now, that charter rate—and we may be getting 
ahead of ourselves here—was sufficient, was it not, to pay off the cost of 
these vessels in 5 years / 

Mr. Lerce. The subcharter rate was; yes, sir. 

Mr. Fuanacan. That is what I mean. The subcharter rate. 

Mr. Lerce. Yes, sir. 

Mr. FuanacGan. Go ahead. 

Mr. Leece. Under the terms of these chartering agreements, all 
charter hire accruing from the operation of these vessels was assigned 
to the Metropolitan Life Insurance Co., which company at a later date 
loaned the American Overseas Tanker Corp. $9,705,000, which money 
was to be used for the purchase of these vessels. 

I might say here that by this assignment, or through the use of this 
assignment idea, this Metropolitan mortgage became self-liquidating 
in 5 years. 

Senator Hory. You mean under the terms it could be paid off in 
o years ¢ 

Mr. Lerce. It could be paid off in 5 years; yes, sir. 

The plan worked about as follows: The monthly subcharter hire 
which Greenwich Marine Co. hoped to acquire from the operation of 
five tankers averaged about $182,000 a month. The American Over- 
seas obligation to the Metropolitan Life Insurance Co., on the $9 
million loan, aggregated something in the neighborhood of $175,000. 

Mr. Fuanacan. What was the rate of interest on that loan, by the 
way ¢ 

Mr. Leece. Three percent. 

However, by reason of the application of the entire amount of sub- 
charter hire, the liability of the American Overseas Tanker Corp. to 
the Greenwich Marine Corp., accumulated monthly, in the amount. by 
which the charter hire assigned by Greenwich exceeded the amount 
that they were, under the 15-year charter, required to pay to American 
Overseas 

Mr. Fianacan. In other words, under charter agreements, no cash 
money was to go into American Overseas Tanker Corp., which is shown 
the top of the chart; is that right ¢ 

Mr. Lerce. That is right. 

Mr. Fuanagan. Money was to come from the Standard Oil sub- 
sidiary into Greenwhich, the Panamanian corporation, and then go 
from there directly into the Metropolitan Life Insurance Co. 

Mr. Leece. Provision was made in the charter to assign directly 





$2.20 per month. As indicated in the chart, the annual fleet hire for 


five vessels in the year would be $2,191,305, which was going directly 
to Metropolitan. 
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Now, the difference between the charter hire receivable by Green- 
which of $182,000, roughly, per month, and the $73,000 a month which 
they were required to pay to American Overseas under the terms of 
that 15-year bareboat charter, was set up by the Greenwich Marine 
Corp. as an unsecured loan. 

Mr. Firanacan. In other words, Greenwich, instead of giving the 
money to American Overseas, said, “We will loan that money back 
to you, and we will pay that to Metropolitan and retire your debt.” 

Mr. Leece. Theoretically, it would be repaid after the mortgage 
notes to Metropolitan were canceled and paid off. 

Mr. Fianacan. Now, on the tax picture here, we will just cover this 
briefly and get other witnesses on it. 

We find that the bulk of the charter hire, the great percentage of it, 
is going into the Panamanian corporation. Is that true? 

Mr. Leece. That is right, sir. 

Mr. FuanaGan. Greenwich Marine. 

Mr. Leece. Yes. 

Mr. Franacan. And that that corporation paid no United States 
income taxes, or corporate taxes ¢ 

Mr. Leece. It was a Panamanian corporation. 

Mr. Fianacan. And that the only moneys going into the Overseas 
Tanker Corp. were the 88 cents per month charter hire? 

Mr. Leece. That is right, roughly $870,000 a year. 

Mr. Fianaean. $870,000 a year ! 

Mr. Lerce. Yes. 

Mr. Fianacan. During the years that American Overseas Tanker 
operated, which would be 1948, 1949, 1950, and 1951, did they in fact 
pay any American taxes / 

Mr. Leece. No, sir. 

Mr. Fuanacan. And the reason they did not pay any American 
taxes was because of the expenses involved in amortizing the vessels, 
was it not ¢ 

Mr. Lerce. Well, let me put it this way. Their only income was 
the $876,000 accruing from this 15-year, bare boat charter at 88 cents 
per deadweight ton. Their depreciation on the vessels and other over- 
head expenses were such as to put them from an operating position 
ataloss. They could state that they were operating at a loss. 

Mr. Fianacan. In other words, every year they operated by this 
procedure they set up, they paid no taxes, because they were operating 
at a loss ostensibly ¢ 

Mr. Leece. That is right. 

Mr. Fuanacan. And the corporation on the books never made any 
money ¢ 

Mr. Lerce. That is right, sir. 

Mr. Fianacan. And the profit has been made by the Greenwich 
Marine Corp., which is a Panamanian corporation, and for that reason 
did not pay corporate Federal taxes. 

Mr. Lerce. The records we have on Greenwich Marine showed that 
in 1948 they showed a net income of $1,063,006.54. In the same year 
the American Overseas Tanker Corp. showed a loss of $1,282,885. 
So for tax purposes, American Overseas paid nothing. 

Senator Hory. I believe we probably will have to suspend now. 

Senator Nixon. Could I just clear one question, Mr. Chairman, 
before you recess { 
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Do I understand that the American Overseas Tanker Corp. operated 
at a loss, and for that reason paid no income taxes; as a corporation, 
that is? 

Mr. Leece. That is right. 

Senator Nrxon. But the Greenwich Marine Corp. did operate at a 
profit? Is that correct? 

Mr. Leece. That is correct. 

Senator Nixon. Who were the stockholders of the two corporations ? 
Were they identical ? 

Mr. Lerece. Yes. It was a joint ownership of both corporations. 

Senator Nrxon. In other words, the stock ownership of Greenwich 
Marine and American Overseas was the same? 

Mr. Leece. That is right; sir, yes. 

Senator Nixon. The Greenwich Marine Corp. had been set up, as 
you indicated, by an attorney in New York whose business it was to 
set up such corporations for purposes like this ¢ 

Mr. Leece. Well, I couldn’t commit myself to that statement. But 
let me put it this way, Senator: I have been advised that Mr. Luley 
set up Panamanian corporations for the use of shipping companies 
who had ships to operate under the Panamanian flag. 

Senator Hory. The committee will take a recess until tomorrow at 
10 o’clock. 

(Whereupon, at 1:05 p. m., Monday, February 18, 1952, the hear- 
ing was recessed until 10 a. m., Tuesday, February 19, 1952.) 








$ 








SALE OF GOVERNMENT-OWNED SURPLUS TANKER 
VESSELS 


TUESDAY, FEBRUARY 19, 1952 


Unirep Srares SENATE, 
PERMANENT SUBCOMMITTEE ON 
INVESTIGATIONS OF THE COMMITTEE ON 
EXpPENDITURES IN THE Execurive DerarrMEnts, 
Washington, D. C. 

The subcommittee met at 10:15 a. m., pursuant to Senate Resolu- 
tion No. 251, Eighty-second Congress, second session, agreed to Jan- 
uary 24, 1952, in room 357 of the Senate Office Building, Senator 
Clyde R. Hoey (chairman of the subcommittee) presiding. 

Present: Senators Hoey, McClellan, Underwood, Mundt, and 
Nixon. 

Also present: Francis D. Flanagan, chief counsel; William A. 
Leece, assistant counsel; Louis W. Sornson, accountant; and Ruth 
Young, chief clerk. . 

Senator Hoey. The committee will please come to order. 

Mr. Flanagan will resume the examination of Mr. Leece. 

Mr. Fianacan. Mr. Leece, yesterday, when we stopped for the day, 
we were still discussing this chart 1. I believe there are a couple of 
exhibits we want to put in the record. 

Will you just state what the exhibits are, so that we may place them 
in the record ¢ 


TESTIMONY OF WILLIAM A. LEECE, ASSISTANT COUNSEL, PERMA- 
NENT SUBCOMMITTEE ON INVESTIGATIONS OF THE COMMITTEE 
ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS—Resumed 


Mr. Leece. Yes. Exhibit 3 is the contract of sale entered into 
between the American Overseas Tanker Corp. and the Maritime Com- 
mission on the 19th of December. 

Mr. Fianacan. 1947! 

Mr. Leece. 1947; with regard to the sale of the five T-2 tankers 
originally purchased by American Overseas. 

Senator Hory. That will be marked “Exhibit 3.” 

(The contract referred to was marked “Exhibit 3,” and will be 
found in the appendix on p. 627.) 

Mr. Leece. Exhibit No. 4 is amendment No. 4, dated January 22, 
1948, asking to take title of three tankers in the name of National 
Tanker. 

Senator Hory. That will be marked “Exhibit No. 4.” 

(The amendment referred to was marked “Exhibit No. 4” and will 
be found in the appendix on p. 631.) 

31 
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Mr. Franacan. I think there is one more exhibit to be placed in 
the record. , 

Mr. Leece. Exhibit 5 is a copy of a charter entered into on October 
21, 1947, by the American Overseas Tanker Corp., on the one hand, 
and the Greenwich Marine Corp. on the other. That will be exhibit 5, 

Senator Hory. It may be so marked. 

(The copy of the charter referred to was marked “Exhibit 5,” and 
will be found in the appendix on p. 631.) 

Mr. Lerce. Exhibit 6 is a copy of a bare-boat charter entered into 
on October 21, 1947, by the Greenwich Marine Corp. on the one hand: 
and the Panama Transport Co. on the other. That will be exhibit 6. 

Senator Hory. Exhibit 6. 

(The copy of the charter referred to was marked “Exhibit 6” and 
will be found in the appendix on p. 639.) 

Mr. Fuanacan. Mr. Leece, my recollection is that when you finished 
your testimony yesterday you had discussed the chartering arrange- 
ments between the American Overseas Tanker Corp. and its subsidiary, 
Greenwich, and in turn the chartering operations between Greenwich 
Marine and Panama Transport, the subsidiary of Standard Oil of 
New Jersey. 

At one point in your testimony you also made some reference to the 
profit and loss positions of American Overseas Tanker and Green- 
wich. 

Now, to complete the record, will you state for us the profit or 
loss position for tax purposes of American Overseas Tanker Corp. 
during the 3 years this carporation was operated by the Casey group? 

Mr. Lerce. In 1948—I am speaking now of the American Overseas 
‘Tanker Corp.—they operated at a loss of $1,282,885. 

Mr. Fuanacan. Just give that to the nearest round number. 

Mr. Leecr. 1948 was $1,280,000 plus; 1949, $269,835 loss; 1950, a 
loss of $218,427. 

Mr. Fuanacan. In 1950, that loss was incurred in the first 6 months 
of the year, was it not? 

Mr. Leece. That is right. 

Mr. Fianacan. And after that the corporation was transferred to 
another group of stockholders? 

Mr. Lerce. That is correct. 

Mr. FLanacan. Now, will you give us the profit or loss position of 
Greenwich Marine, their subsidiary ? 

Mr. Lerce. The net profit of the Greenwich Marine Corp. for 1948 
was $1.063,006. In 1949 it was $1,362,885. And for 6 months in 1950, 
it was $814,033. 

Mr. FLaAnaGan. So that based on those figures, we find that AOTC, 
which was an American corporation, of course liable for American 
corporate taxes, didn’t have to pay any taxes, because of a loss posi- 
tion. 

Mr. Lerce. That is correct. 

Mr..FLaNAGaNn. While on the other hand, Greenwich Marine, which 
was a Panamanian corporation, showed substantial profits but didn’t 
pay United States taxes, being a foreign corporation. 

Mr. Leece. That is correct. 

Mr. Fiuanacan. Now, Mr. Leece, will you continue to explain in 
marine form the remainder of this chart No. 1? 
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Mr. Leece. I think, first of all, it might be well to make a few com- 
ments on what might be called the interim financing entered into by 
the American Overseas Tanker group, on the one hand, and the Marine 
Transport group, on the other. 

I think I testified yesterday that originally, at the time the American 
Overseas Tanker Cor p. was organized, the authorized stock amounted 
to 10,000 shares. Only 300 shares were issued at that time; 100 shares 
to Mr. Casey, 100 shares to Mr. Klein, and 100 shares to Mr. Holmes, for 
which they paid an aggregate of $1,200, which amounts to $4 a share. 
That meant that there were still 9,700 shares in American Overseas to 
be issued, plus 20,000 shares in the Greenwich Marine Corp. 

No permanent financing had been arranged with the Metropolitan 
Life Insurance Co., but the time was fast approaching for this group 
to close this contract with the Maritime Commission. To close that 
contract, they needed something over a million dollars to use as a 
down payment on the five tankers. The Maritime Transport group, 
who were the operators in this venture, were committed to the Stand- 
ard Oil Co. on these charters that we have discussed. Accordingly, 
on the 19th of December 1947, - affiliate of this Marine Transport 
group, identified on Chart No. 1 as the Marine Operating Co., Inc., 
loaned $1,013,250 to the Gisunwich Marine Corp., which corporation, 
on the same day, in turn loaned it to the American Overseas Tanker 
Corp. 

Mr. Fianacan. Now, this million dollars was to be used as a down 
payment on some of these tankers, as an interim financing arrange- 
ment. while they were waiting to get their money from Metropolitan; 
is that true ¢ 

Mr. Leecr. That is correct. And that is what was done, I might 
say. This money was used to satisfy the requirements of the Mari- 
time Commission insofar as down payments were concerned. 

Mr. FianaGan. And that money was to be used by AOTC for the 
down payment on its vessels. I note, however, that the Marine Op- 
erating Co. loaned the money in the first instance to Greenwich, which 
in turn reloaned it to AOTC 

Mr. Lreecr. We haven't been able to get a satisfactory answer on 
that. I presume you are referring to the fact that the money was 
loaned to Greenwich, who in turn loaned it to American Overseas, 
rather than going directly from Marine Operating. 

Mr. Fuanacan. We have not determined yet why the money was 
not loaned directly from Marine Operating to AOTC. 

Mr. Leecr. No; we have not. 

Mr. Fianacan. Now, continue with this interim financing. 

Mr. Leece. By this time, Marine Transport had over a million 
dollars invested in this operation. As security, they took an assign- 
ment of the 300 shares held by Mr. Casey, Mr. Klein, and Mr. Holmes. 
That, as I have indicated, was purchased for $1,200. In addition, 
on the 23d of December, they issued a check, their check, in the amount 
of $38,800, for the remaining stock in American Overseas Tanker. 
That was 9,700 shares at $4 a share, or $38,800. 

On the same day, they executed a check in favor of the Greenwich 
Marine Corp. for $60,000, representing the cost of 20,000 shares of the 
stock of that corporation at $3 a share. 
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Mr. Fuanacan. In other words, in December 1949, then, we find 
that Marine Transport Lines, Inc., owned the majority of the stock 
in both corporations. 

Mr. Leece. They controlled at that time 100 percent of the stock, 
but they had invested in all but 300 shares. They actually owned all 
but 300 shares, and that 300 shares had been assigned to them by Mr. 
Casey, Mr. Klein, and Mr. Holmes. 

Mr. FiranaGan. Subsequent to January 1948, did a new group of 
stockholders take over in AOTC anid Greenwich ? 

Mr. Lerece. We have been advised by representatives of the Marine 
Transport group that in January of 1948 they were repaid $38,800 by 
the American Overseas Tanker Corp., and $60,000 by the Greenwich 
Corp., which, of course, represented their initial investment in the 
stock of both corporations. 

Mr. Fianacan. And that represents the total capital investment 
made in both corporations, namely, $100,000 ? 

Mr. Lerce. That’s right. 

Mr. Fuanacan. Now, who were the stockholders in AOTC and 
Greenwich, which would actu: ally be the or igin: il stockholders of all 
the stock, after Marine Transport gave their stock up! Tell us who 
the stockholders were, and the stock held by them, the number of 
shares in each corporation. 

Mr. Leece. Originally, Mr. Joseph E. Casey held 2,000 shares. That 
would be 2,000 shares in American Overseas and 4.000 shares in Green- 
wich Marine. 

Mr. Fuanacan. To clarify this picture, it is true, is it not, that for 
every share a stockholder held in American Overseas Tanker, he also 
held two shares in Greenwich Marine ? 

Mr. Lerce. That is correct. 

Mr. FuanaGan. So that if Mr. Casey held 2,000 shares in AOTC, he 
had 4,000 shares in Greenwich ¢ 

Mr. Leece. That is correct. 

Mr. Fuanaean. Mr. Casey had 2,000. Who were the others? 

Mr. Lerce. 1 might say that stock was purchased for $20,000, 

Mr. FuanaGan. Give the investment of each one. Mr. Casey in- 
vested $20,000. Who would be the next ? 

Mr. Lerce. Mr. E. Stanley Klein, subscribed to 1,500 shares of 
the stock of AOTC and 3,000 shares of Greenwich Marine, at a cost 
of 815.000. 

Mr. Edward R. Stettinius subscribed to 1,000 shares of stock in 
American Overseas and 2,000 shares of stock in Greenwich Marine, 
at a cost of $10,000. 

Mr. Julius C. Holmes subscribed to 1,000 shares of AOTC stock and 
2,000 shares of Greenwich at a cost of $10,000. 

Admiral William F. Halsey subscribed to 5,000 shares of AOTC 
stock and 1,000 shares of Greenwich. 

Mr. Fianacan. What. would be the investment in that 500 shares? 

Mr. Lerce. I am sorry. $5,000. 

The University of Chicago subscribed to 1,500 shares of AOTC 
stock and 3,000 shares of Greenwich stock, at a cost of $15,000. 
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The next four individuals are all officers and major stockholders in 
the Marine Transport Co., that I spoke of in connection with this pre- 
liminary loan of a million dollars. 

Mr. Fuanacan. That was the company that actually was furnish- 
ing the operating ability in this whole organization ? 

. Mr. Leece. Between October 1947 and January of 1948. Those in- 
dividuals are Mr. W. N. Westerlund, W-e-s-t-e-r-]-u-n-d, who took 625 
shares of AOTC and 1,250 shares of Greenwich, at a cost of $6,250; Mr. 
F. Willard Bergen, who acquired a similar interest; Mr. F. M. By- 
num—— 

Mr. FuanaGan. How do you spell that ? 

Mr. Leecer. B-y-n-u-m. He acquired a similar interest. And finally, 
Mr. Ellis Knowles, who acquired a similar interest. 

Mr. Fianacan. Those four were actually representatives of the 
Marine Operating group 4 

Mr. Leece. Yes. 

Mr. Fianacan. And what was their total stock holding? 

Mr. Leece. That would amount to roughly 25 percent, wouldn't it? 

Mr. FLanaGan. 2,000 shares. Or rather, 2,500 shares. 

Those were the stockholders in the corporation after it finally got 
its interim financing straightened around and began actual operation 
in the purchase and chartering of these tankers; 1s that correct ? 

Mr. Leecr. Yes. 

Mr. FLanaGan. Now, it is true, is it not, Mr. Leece, that this group, 
through AOTC, continued to operate these ships through subcharter- 
ing arrangements from January 1948 through or into the summer of 
1950 ¢ 

Mr. Lerce. That is correct. 

Mr. Fuanacan. A period of approximately 214 years, they continued 
to operate the five tankers / 

Mr. Lrecr. Yes. 

Mr. Fuanacan. Now, at this point. will you turn to your second 
chart 4 

Mr. Leece. I might say, Mr. Flanagan, that on the 30th of Decem- 
ber, the American Overseas Tanker group were able to arrange a loan 
in the amount of $9,705,000 with the Metropolitan Life Insurance Co. 
It was with the proceeds of that loan that they completed their pay- 
ments on the five tanker vessels and discharged their obligation te the 
Marine Operating Co. up to the $1,013,000 figure that I mentioned. 

As security, the Metropolitan Life Insurance Co. took a first mort- 
gage on the five vessels, plus an assignment of all the charter hire 
accruing from the operation of these vessels, which I mentioned yes- 
terday. 

Mr. Fianacan. Is there anything left to put in the record on that ? 

Mr. Leecr. Yes. I think probably we should put in the record a 
copy of the loan agreement between the American Overseas Tanker 
Corp. and the Metropolitan Life Insurance Co., dated December 30, 
1947. 

Senator Hory. That will be exhibit 7. 

(The loan agreement was marked “Exhibit No. 7,” and will be found 
in the appendix on p. 651.) 

Mr. FuanaGan. And as I said previously, under these permanent 
financing arrangements, then, the AOTC continued to operate these 
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ships through charters and subcharters until the summer of 1950; is 
that correct ? 


Mr. Lesece. That is right. sir. 

Mr, Firanacan. Now will you turn to chart 2, and will you explain 
to the committee how this stock interest was sold? 

Mr. Leece. Chart 2 generally was designed to show how the stock 
in American Overseas Tanker C orp. and the Greenwich Marine Corp. 
found its way eventually into the hands of the Delaware Tanker Corp. 
and the World Tanker Corp. 

Beginning in the spring of 1950, in March of 1950, officials and 
brokers, acting on behalf of the American Overseas Tanker Corp., 
began meeting with representatives of a New York shipping company, 
identified as “the North American Shipping & Trading Co. This 
North American Shipping & Trading Co. represented that they were 
acting as agents for the Delaware ‘Tanker Corp. and the World 
Tanker Corp., a Liberian corporation. The chart will indicate that it 
was organized in June of 1950. 

Mr. FianaGan. At that point, can you tell us who the brokers were 
who were acting as go-betweens, between the North American group 
and the AOTC group? 

Mr. Lerce. It appears that brokers were acting not only in New 
York but in Washington. In New York, it was a Mr. John Vining 
and a Mr. Ted Homestead. 

Mr. FiranaGan. How does he spell that ? 

Mr. Lerce. H-o-m-e-s-t-e-a-d. And in Washington, Mr. Joseph 
Rosebaum and Mr. Howard Newmark, a W ashington attorney. 

Mr. Fian AGAN. Will you spell both of those names, Rosenbaum 
and Newmark ? 

Mr. Leecr. Rosenbaum, R-o-s-e-n-b-a-u-m, and Newmark, N-e-w- 
m-a-r-k, 

I might say at this point that the North American Shipping & Trade 
ing Co. as well as the World Tanker Corp. and the Delaware Tanker 
Corp., are all corporations in which Mr. Stavros Niarchos, N-i-a-r- 
c-h-o-s, has a substantial financial interest. 

After some preliminary negotiations in Washington and New York, 
it appears that a price was arr ived at for the stock of both American 
Overseas Tanker Corp. and the Greenwich Marine Corp. That price 
was in the aggregate of $2,800,000; $40,000 of that was represented 
by the price set on the stock of American Overseas Tanker Corp. 

Mr. Fax AGAN. In other words, this group eventually agreed to 
ay $40,000 for the stock of AOTC. That would be $4 a share. 
Richt ? 

Mr. Lerce. Yes, sir. 

Mr. Franacan. And what did they agree to pay for the stock of 
Greenwich Marine? 

Mr. Leece. $2,760,000; which means that that stock was sold at 
$138 a share. 

Senator McCietitan. What assets did that company have at that 
time? 

Mr. Fianacan. The Greenwich Co. 

Mr. Lerce. The Greenwich company had a 15-year bareboat charter 
from the American Overseas Tanker Corp. 

Senator McCieittan. A what? 
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Mr. Legon. A 15-year bareboat charter from the American Over- 
seas Tanker Corp. That was the charter that was entered into in 
October. 

Senator McCietian. The charter that the original organizers had 
obtained ? 

Mr. Lerce. That is correct. 

Senator McC.e.tian. From the Maritime Commission ? 

Mr. Lerce. Yes, sir. 

Mr. Franacan. And they also had a subcharter with the Panama 
Transport Co. ? 

Mr. Lerce. Yes, which had approximately 2 years to run at that 
time. 

Now, I think it is poe at this point—— 

Paragraph 5 of the original sales contract between the Maritime 
Commission and the American Overseas Tanker Corp. reads as fol- 
lows: 


The buyer— 
that is, AOTC— 
agrees that with respect to each vessel the American-citizen ownership and 
Panamanian registry of the vessel shall not be changed without the prior ap- 
proval of the Commission, and that if in the judgment of the Commission the 
national interest so requires, the buyer shall return the vessel to documenta- 
tion under the United States flag. 

Senator McCuietxan. Is that section of the contract, that provision 
in conformity with section 9 that we referred to here yesterday ? 

Mr. Leece. That is what that means, Senator: that before you 

‘an dispose of your holdings in a citizen corporation, you are required 
under section 9, to get the } prior approval of the Commission. 

Senator McCiettan. Was prior approval obtained in this instance ? 

Mr. Lerce. Not that we have been able to determine, no, sir. 

Mr. Firanacan. You have not found that any application was made 
for it, or that it was granted ¢ 

Mr. Leece. No, sir. 

Now, with that as background, I would like to get into the Dela- 
ware Tanker Corp. The chart will indicate that this was a corpora- 
tion organized in Delaware on July 10, 1950, under the name of the 
World Tanker Corp. That is not to be confused with the World 
Tanker Corp., to the right, on the same chart, which was a Liberian 
corporation. 

I think it should be noted, however, that the Delaware Tanker 
Corp. was not organized until July 10 of 1950, which was some 2 
weeks after the sales contract for the purchase of this stock was actu- 
ally entered into, on June 26, 1950. 

At that time, the officers were George Trypanis, a United States 
citizen, and Mr. David R. Dorn; Trypanis, president, and Dorn, sec- 
retary and treasurer. 

At the time of incorporation, or shortly thereafter, 500 shares of 
capital stock were issued. They were issued as follows, at $100 a 
share: 100 shares to Mr. Trypanis; 80 shares to Mrs. Mary Dracopou- 
los: and 75 shares to Mr. David R. Dorn. That would represent 51 
percent of the stock interest in that corporation. 

Mr. Fuanacan. Do we know who Mr. Trypanis is? 
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Mr. Lerce. Mr. Trypanis, I am advised, has been associated with 
Mr. Niarchos for some time past and at the present time is employed 
by him, of course. 

Mr. Firanacan. And who is Mary Dracopoulos ? 

Mr. Leece. Mary Dracopoulos is the sister of Mr. Niarchos. 

Senator Hory. Those three are all American citizens? 

Mr. Leece. That is right, sir. 

Mr. Fuanacan. And Mr. Dorn? 

Mr. Legce. Mr. Dorn is a former employee of the Maritime Com- 
mission and is now employ ed by Mr. Niarchos in the North American 
Shipping & Trading Co.; and, of course, also serves as an officer in 
the Delaware Tanker Corp. 

Mr. Firanacan. Will you explain who owned the remaining 49 per- 
cent of the stock ? 

Mr. Lerce. Now, the remaining 49 percent was a to two Pana- 
manian corporations, wholly controlled by Mr. Niarchos. They are 
identified as the Staris Compania de Vapores, to whom was issued 
125 shares; a second corporation, the Maureen Compania de Vapores, 
also a Panamanian corporation, to whom 120 shares were issued. 

Now, at that point, you have a situation where a corpore ation is 

capitalized at $50,000, Forty-nine percent of the original capitaliza- 
tion is admittedly Panamanian money, money derived from a Pana- 
manian source. That is, it is from two Panamanian corporations, 
wholly controlled by Mr. Niarchos, a Greek national. 

At the same time, the American citizens who participated in the 
original stock ownership, namely, Mr. Trypanis, Mrs. Dracopoulos, 
and Mr. Dorn, obtained the money, which was used by them to pur- 
chase their stock interest from Mr. Niarchos. This money was re- 
ceived in the form of a loan from a Panamanian company also wholly 
owned by Mr. Niarchos, identified as the Compania Internacionale de 
Vapores, 

These loan agreements were entered into on August 15, 1950, by 
Mr. Trypanis, Mrs. Dracopoulos, and Mr. Dorn. 

Mr. FLanaGan. May | see one of those? I understand they are all 
the same. 

Senator Munpr. Am I to understand that the only money that 
entered into this purchase all came from the same Greek national, 
Mr. Niarchos? 

Mr. Leecr. Yes, sir. 

Mr. Fianacan. Or from the corporations which he controlled. 

Mr. Lerece. Or from corporations controlled by Mr. Niarchos, 
Panamanian corporations. 

Senator Munpr. Either directly from him or through front loans 
that he had given to relatives and other people? 

Mr. Lerce. That is right. 

Senator McCietian. Then the American citizens that were incor- 
porated actually had no equity in the corporation whatsoever as far 
as personal investment was concerned ? 

Mr. Lerce. None at all. 

Mr. Fuanacan. At that point, Senator, this is a very short letter, 
actually a loan agreement, between each of the three Ameri ican-citizen 
stockholders, and the Compania Internacionale de \ Vapores, Limited, 
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a Panamanian corporation. These are all dated August 15, 1950. 
This was signed by Mr. Dorn, addressed to Internacionale de Vapores. 

This will confirm that you have loaned me, without interest, the sum of $7,500, 
which amount has been used by me for the purpose of acquiring 75 shares of 
capital stock of Delaware Tanker Corp. I agree to use my best efforts to repay 
said amount to you on or before the expiration of 10 years from the date hereof, 
but I shall be liable to you for said amount only to the extent that I shall have 
received a net return from my investment in said Delaware Tanker Corp. prior 
to said date. 

This will further confirm that I have granted you an irrevocable option, exer 
cisable at any time up to 10 years from the date hereof, to purchase all of said 
shares of stock of Delaware Tanker Corp. owned by me as aforesaid at and for 
the price of $125 per share. You shall apply any unpaid portion of said loan 
against said option price. Such option may be exercised by you upon not less 
than 7 days’ prior written notice to me. 

Please confirm that the foregoing is in accordance with your understanding. 

Very truly yours, 
D. R. Dorn 

Confirmed : 

Compania Internacionale de Vapores, Ltda. 

Now, I think these pretty much speak for themselves. In all these 
loan agreements was included an irrevocable stock option whereby 
the Panamanian company owned by Niarchos could exercise its option 
to take over the stock at any time within 10 years. 

Senator McCietian. You have this same agreement, same letter, 
from each of the three American citizens, George Trypanis, Mary 
Dracopoulos, and David R. Dorn ¢ 

Mr. FLanacan. Yes. 

Senator McCLetian. The same action was taken with each citizen 
stockholder / 

Mr. Fuanacan. Yes. 

Senator Hory. All of these letters will be marked “Exhibit 8.” 

(The letters referred to were marked “Exhibit 8° and may be found 
in the files of the subcommittee. ) 

Senator Hory. That would seem to indicate that through that trans 
action the American Overseas Tanker Corp. had transferred to for- 
eign ownership and foreign flag the ships involved; the question being, 
then, whether they had secured the permission of the Maritime Com- 
mission to do that. Because the testimony yesterday indicated that 
such a transfer would be permissible if such permission were received, 
and illegal if it were not received. 

Have you checked it find out whether this was illegal or legal in that 
connection ¢ 

Mr. Leecr. We have checked to find out whether such approval was 
requested, and we have been unable to learn whether it was either re- 
quested or given, requested by American Overseas, or that such ap- 
proval was ever given by the Commission. 

Senator McCietian. Just one moment. I believe you testified a 
few moments ago, or you read into the record, there, a paragraph of 
the contract with the Maritime Commission and this American Over- 
seas Tanker Corp., that they had agreed that they should not be trans- 
ferred except with the approval of the Maritime Commission. 

Mr. Leece. That was part of the contract. 

Senator McCLetian. That is a part of the contract ? 

Mr. Leecer. That is correct, sir, 
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Senator McCieian. As well as the law? 

Mr. Lerce. That is correct. 

Senator McCriettan. And you found no compliance? 

Mr. Lerce. No, sir. 

Senator Munor. There was nothing unusual about that contract. 
That contract was simply to make it conform with the law and section 
9. That is standard operating procedure in those contracts. 

Mr. Lerce. I wouldn’t say Guere was anything unusual about it, 
Senator, no. 

Senator Munpr. For otherwise it would have been in violation of 
the law of the land. 

Mr. FuanaGan. Just to clarify this Delaware Tanker picture, as I 
understand it now, some $40,000 was put into the corporation, all of 
which came from various Panamanian subsidiaries controlled by 
Niarchos; is that correct ? 

Mr. Leece. That is correct. 

Mr. Fianacan. And with that $40,000, they purchased the stock of 
American Overseas Tanker Corp. ? 

Mr. Leece. That is correct. 

Mr. Franacan. And in that way took title to the five vessels. 

Mr. Leece. Yes, sir. 

Mr. Fuanacan. Now, will you explain the purchase of the stock of 
Greenwich Marine by the World Tanker Corp. of Liberia? 

Mr. Leece. Well, as the chart indicates, the World Tanker Corp. 
is a Liberian corporation organized on June 26, 1950. The officers 
and directors are all aliens, being either Greek or British citizens, 
and all of the stock in this corporation is held by Mr. Stavros Niarchos. 
Now, it was this corporation that purchased the 20,000 shares of 
Greenwich Marine stock at the same time that the American Overseas 
Tanker stock was purchased, for $2,760,000. 

Mr. Fuanacan. So then we find a situation where the stock of 
both corporations of the Casey group, namely AOTC and Greenwich, 
was purchased for a total amount of $2,800,000, all of which money 
came directly or indirectly from Panamanian or at least foreign 
corporations controlled by Mr. Niarchos; is that correct ? 

Mr. Lzece. . That is corect, sir. 

Mr. Fianacan. At this point—I believe this is the proper point— 
will you indicate who were the owners of the AOTC and Greenwich 
stock at the time that the sale was made to the Niarchos group? 

Mr. Leece. Well, as I testified earlier, originally the , ee 
Overseas and Greenwich stock was held largely by, or held entirely as 
a matter of fact by, Mr. Casey, Mr. Klein, Mr. Stettinius, Admiral 
Halsey, Mr. Holmes, and the four officers in the Marine Transport 
Lines, Inc., Westerlund, Bergen, Bynum, and Knowles. 

Senator McCLetian. And the University of Chicago. 

Mr. Lerce. I am sorry, Senator; yes, the University of Chicago 
also had an interest. 

Some time between the original purchase of that stock in January 
of 1948, and June of 1950, when the stock was sold, some of this stock 
was transferred, either transferred as a gift or sold by the original 
stockholders to a number of nominees. 

Mr. Firanacan. Some 80 nominees? 

Mr. Leece. Eighty nominees. 
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Mr. Fianacan. Some 80 people that actually owned the stock at 
the time of the sale. 

Mr. Leece. That is correct. Many of those people appear to be 
relatives of the original holders. 

Mr. Fuanacan. Do we have a list, there? 

Mr. Lerce. Yes, we do. 

Mr. FLranacan. Will you give one of those lists to the committee? 

May we place that also in the record, as an exhibit, Mr. Chairman ? 

Senator Hory. That will be placed in the record as exhibit 9. 

(The list referred to was marked “Exhibit 9,” and will be found in 
the appendix on p. 670.) 

Senator Hory. I think it ought to be said in this connection that 
there are no adverse implications as to any of those holding the stock, 
and this is introduced just to complete the record by showing the 
names of those holding the stock. 

Mr. Fianacan. And again in conjunction with this exhibit 8, each 
share of stock in AOTC is worth $4, was sold for $4, and each share 
in Greenwich was sold for $138? 

Mr. Leece. That is correct. 

Mr. Fianacan. I might state for the record here that when Mr. 
Casey and others take the Stand we will identify the stockholders and 
indicate how they received their stock, either by gift or purchase or 
for services rendered, or for whatever reason they might have received 
the stock. 

Senator McCuietxian. Let me get that clear. I do not quite under- 
stand. 

You said that for the 20,000 shares of Greenwich Marine Corp., 
the stockholders actually paid what a share / 

Mr. Lerce. $3. 

Senator McCLeitian. $3 a share, or $60,000 7 

Mr. Lerece. That is correct. 

Senator McCiennan. For the 20,000. 

Mr. Leece. That is correct. 

Senator McCiettan. Now, how much a share did it sell for to 
World Tanker Corp. ? 

Mr. Lerce. $138 a share. 

Senator McCLeLuaNn. $138 a share? 

Mr. Leece. That is correct. 

Senator McCietitan. How long after it was purchased at $3 a 
share ¢ 

Mr. Lerece. About 21%4 years. It was purchased in January of 
1948 and sold in June of 1950. 

Senator McCietxian. An increase of 3,000 percent. 

Mr. Leecr. Yes. 

Mr. Franacan. Mr. Leece, that gives an outline of the factual pic- 
ture with regard to the purchase and the resale of the corporation’s 
holding title to the first five vessels acquired by the Casey group. 
Now will you turn to chart No. 3, and tell us in outline form, if it 
is possible, how the three remaining vessels, namely, the Meacham, 
the Aettleman Hills, and the Antelope Hills, were acquired by the 
Casey group? 

Mr. Leece. Originally, the American Overseas Tanker Corp. had 
applied for 20 T-2 tanker vessels. As has been indicated, five were 
sold to them on the 19th of December. In the meantime, on the 12th 
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of December, the Maritime Commission authorized the allocation of 
54 additional tankers, three of which were allocated to this same cor- 
poration, American Overseas Tanker Corp. 

Mr. Franacan. What is that date now? 

Mr. Lerce. December the 12th. 

Mr. Fuanacan. And on December 12, 1947, the Maritime Commis- 
sion allocated three more vessels to AOTC; is that correct ¢ 

Mr. Leece. That is correct. At that time all of the tankers then 
available for sale at the Maritime Commission had been disposed of 
or had been allocated. 

This preliminary allocation of the twelfth was formally approved 
on December 30, 1947, at which time the final sale was approved to 
American Overseas Tanker Corp. These vessels were to be for United 
States title; that is, tithe would be in the American Overseas Tanker 
Corp. and United States flag. They were going to operate them under 
the United States flag, as opposed to the five previous tankers, which 
were operated under the Panamanian flag. 

Now, at some time during the middle of Januar y of 1948, Mrs. Olga 
Konow, K-o-n-o-w 

Mr. Fuanacan. Right there, who is Mrs. Olga Konow ¢ 

Mr. Leece. Mrs. Olga Konow is a tanker operator with offices in 
New York and who at that time was operating vessels under the name 
of the American Viking Corp. We will say more about Mrs. Konow 
later. But at this time I think it is sufficient to say that during the 
middle of January 1948 she had apparently learned that Mr. Casey 
and his group were having difficulty in financing the three tankers 
which were alloeated to them in December of 1947, those tankers being 
the Mi acham, the Ke ihe aan Hills, and the Lnte lope Hills. 

She called on Mr. Casey and, I guess you would say, sounded him 
out on his interest in ee of these three vessels, which had been 
allocated to his corporation, the American ve rseas Tanker Corp. 

This preliminary discussion between Mr. Casey and Mrs. Konow ap- 
parently led to the filing of an ene - the American Overseas 
Tanker Corp. over the signature of Mr. Casey on January 22, 1948. 

Mr. Fuanacan. When you say “filing of an amendment,” in other 
words, the American Overseas Tanker Corp. came into the Maritime 
Commission and filed an amendment to their application for these 
tankers? 

Mr. Leece. That is right. It would constitute an amendment to 
their original application filed back in August of 1947. 

Senator McCiettan. That was following the allocation of the 
three tankers to the American Overseas Tanker Corp. ? 

Mr. Lercr. That is correct. 

Senator McCietian. The allocation had previously been made. 

Mr. Leece. The allocation had been made on the 12th of December 
and on the 30th of December the Maritime Commission advised the 
American Overseas Tanker Corp. that they were authorizing the sale 
of these three tankers. 

Senator Munpr. The 12th of December? Or the 30th? 

Mr. Lerce. December 30, when they told American Overseas they 
were going to sel] them the three tankers. 


Senator McCiettan. How much later, then, was this application 
for modification or amendment filed ? 
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Mr. Leece. On the 22d of January. 

Mr. FLaNnaGan. 1948. 

Mr. Leece. Mr. Casey, as president of the American Overseas 
Tanker Corp., filed an amendment. And I will read what appears 
to be the pertinent language in this amendment: 

The purpose of this amendment is to request permission from the Commission 
to take title to these three tankers in the name of the National Tanker Corp., 
organized under the laws of the State of Delaware, with its principal oflice at 
824 Connecticut Avenue NW., Washington 6, D. C. The National Tanker Corp. 
has the identical officers, directors, and stockholders of the American Overseas 
Tanker Corp. 

The vessels will be registered under the American flag, and the purchase price 
will be paid in cash. 

Mr. PLAN, GAN. In other words, by this amendment it appears that 
Mr. Casey’s group wants to take title to the tankers in their new cor 
poration rather than in American Overseas. 

Mr. Leece. That is right. 

Senator Munpr. Does it give any reason for that in the option ‘ 
Same officers, same people, then why the change in names? 

Mr. Lerce. No; there is no indication as to the reasons for it, Sen 
ator Mundt. However, we have been advised that under the terms 
of their loan agreement with the Metropolitan Life Insurance Co. 
they contracted not to increase their indebtedness in any way; and, 
of course, this would have. They were paying cash for these vessels. 
and that would have meant another loan of some sort or another to 
finance the vessels. 

Senator Munpr. Then the only purpose of that amendment was to 
transfer the application from one group of people to the same group 
of people oper ating through a different cororation; is that correct ¢ 

Mr. Lerce. Yes; I think that would be a fair statement. 

Of some interest in connection with this amendment that I speak of: 
Mail coming into the Maritime Commission is apparently time- 
stamped as of the date it is received. 

Mr. Firanacan. Not only the date but the actual time. 

Mr. Leecr. And the time it is received at the Commission. The date 
and the hour. 

Now, this amendment was received at the Commission sometime be- 
tween 2 and 3 o'clock on the afternoon of January 22, 1948. The 
amendment was approved the same day, January 22, 1948, by the 
Maritime Commission. The meeting at which this amendment was 
approved opened at 10 a. m.on the morning of the 22d and adjourned 
at 12:50 p. m., 10 minutes to 1, the same day. 

Mr. Fuanacan. In other words, from the records of the Commission 
and the investigation we have conducted, it appears that the Com- 
mission approved the amendment 2 hours before they received it. 

Mr. Leece. That is correct. 

Senator Munpr. That is January 22, you say? 

Mr. Lerce. January 22, 1948. 

Senator Munpr. On this chart you supply here, it says that the Na- 
tional Tanker Corp. was not incorporated until January 23, 1948. 

Mr. Leece. I was getting to that, Senator Mundt. The certificate of 
incorporation of the National Tanker C orp. indicates that it was filed 
with the secretary of state of Delaware on January 23, which would 
have been a day after this request. 
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Mr. FianaGan. So then we find this situation : that the Commission, 
on the morning of January 22, approved an amendment that had not 
been formally received yet, to turn over three vessels to a corporation 
that had not been organized. Is that correct? 

Mr. Lerce. That is right, sir. 

Senator Munopr. It is a little complicated. 

Mr. Leecr. Now, prior to this time I made a reference to a meeting 
between Mr. Casey and Mrs. Konow earlier in January. That meeting 
with Mrs. Konow was on January 15. They met at Mr. Casey’s oflice 
here in Washington, at which time Mrs. Konow indicated to him that 
she could get him what has been referred to as a present of about 
$450,000 if he was willing to sell his interest in these three tankers. 

Senator McCLecian. Give him a present ? 

Mr. Leece. That is the language that has been used. 

Senator McCietian. That who used ? 

Mr. Leece. Mrs. Konow. 

Senator McCietian. Get him a present of how much? 

Mr. Leece. $450,000. 

Senator McCieixan. A very nice little present. 

Senator Munpr. Did her name show up in any of these corpora- 
tions? I haven’t been able to find that. 

Does her name show up here? 

Mr. Leece. We will deal with her, Senator Mundt, when we get to 
the last chart. She had a substantial interest in the American Viking 
Corp., which corporation was later taken over by United Tanker. 

That meeting in Mr. Casey’s office was on the 15th of January 1948, 
and on the following day Mr. Casey contacted Mrs. Konow in New 
York and set up a luncheon appointment for the following Monday. 
The telephone call was on a Friday, and on Monday he set up a 
luncheon appointment with her in New York. 

Up until this time Mrs. Konow apparently had not disclosed her 
principal. She had indicated, as I have stated, that there was $450,000 
coming to Mr. Casey and his group if they were willing to transfer 
their interest in these tankers. 

They met on the 19th in New York—Mrs. Konow, Mr. Casey, and 
Mr. Klein. At that time she did disclose her principal as the United 
Tanker Corp. and again made this offer of between 450 and 500 
thousand dollars for the transfer of the American Overseas Tanker 
interest in these tankers to the United Tanker Corp. 

Senator McCietian. What assets were to be transferred for the 
four-hundred-and-fifty-thousand-odd dollars? 

Mr. Leece. The 1,000 shares of stock in the National Tanker Corp. 

Senator McC.Le.ian. That stock cost the stockholders how much ? 

Mr. Leece. A thousand dollars. 

Senator McCrie.ian. They had a thousand dollars equity, these 
stockholders of the National Tanker Corp. did ? 

Mr. Leecer. That is correct, sir; $300 to Mr. Casey, $300 to Mr. 
Holmes, and $400 to Mr. Klein. 

Senator McCieuian. For that they were to get a present of 
$450,000 ¢ 

Mr. Leece. That is correct. 

Senator McC.Le.ian. For a $1,000 investment ? 

Mr. Lerce. That is correct. 
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Mr. Fuanacan. Of course, it should be said here, should it not, Mr. 
Leece, that in addition to the thousand dollars of paid in capital they 
also had an allocation of three tankers, for whatever that would be 
worth ¢ 

Mr. Leecr. That is correct ; title to these three tankers. 

Senator McCietian. I understand. But the actual investment of 
the stockholders was a thousand dollars. Whatever they had gotten 
for the thousand dollars is what they would transfer, and the profit 
was $450,000 ¢ 

Mr. Leece. That is correct. 

Now, after that luncheon meeting in New York, apparently they 
adjourned to the office of Mr. Houston Wasson. 

Senator Munpr. Who is Mr. Houston Wasson ¢ 

Mr. Leecre. Mr. Wasson is a member of the firm of Morris, Lovejoy, 
Wasson & Huppock at 52 Wall Street in New York City. 

Senator McCretian. What are they? Lawyers, bankers, brokers? 

Mr. Lercer. Attorneys. 

Senator Nixon. Whom did they represent ? 

Mr. Lerece. Mr. Wasson was representing the United Tanker Corp. 

Senator Nixon. That is Mrs. Konow ? 

Mr. Lerece. No; Mrs. Konow, Senator, is the American Viking 
Corp. She is acting simply as a broker at this time. 

Senator Nixon. But do I understand it that Mrs. Konow, however, 
was interested in getting the vessels transferred to the United Tanker 
Corp. ? 

Mr. Leece. That is correct, for which she would receive a broker's 
fee, I suppose you would call it. 

Senator Nixon. And at whose suggestion did they go to the office 

Mr. Leece. Mrs. Konow is said to have called Mr. Wasson and ar- 
ranged an appointment for Mr. Casey and Mr. Klein with Mr. Was- 
son and certain Chinese nationals whom I will identify later. 

Now, I might say that Mrs. Konow during this same period con- 
trolled the American Viking Corp., and at the same time was dealing 
with the United Tanker Corp. United’s idea, of course, was to ac- 
quire a stock interest in the American Viking Corp., which also had 
received an allocation of two of these T-2 tankers. 

Senator Nixon. Excuse me. American Viking had an allocation 
of two different tankers ? 

Mr. Leece. At this time they had one. They had an allocation of 
two but had only signed a contract on one of them. 

Senator Nixon. And United Tanker wanted to get those two? 

Mr. Lerece. Looking toward an acquisition of some stock in her 
corporation. But it hadn’t materialized as of this period. It was 
in the works, so to speak. 

Senator Nixon. Now the $450,000, which could be described as a 
present, but which actually was the consideration of the right to buy 
in effect the three tankers—— 

Mr. Lerce. That is correct. 

Senator Nixon. And also to gain control of the corporation which 
had the right to buy them, the National Tanker Corp—— 

Mr. Lerce. That is correct. 

Senator Nrxon. That $450,000 was to be paid by the United Tanker 
Corp.; is that correct ? 
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Mr. Leece. That is correct. 

Senator Nixon. Which was represented by Mr. Wasson; is that 
right ¢ 

Mr. Lerce. By Mr. Wasson. 

Senator Hory. Are these stockholders of United Tanker Corp. 
American citizens¢ I notice the China Trading and Industrial 
Development Corp. and three more. Are these other three Americans / 

Mr. Leece. Yes: Mr. Lenfest, Mr. Sieling, and Mr. 'Tode are all 
United States citizens. 

Senator Hory. Where is this China Trading and Industrial Devel 
opment Corp. / 

Mr. Lerce. That is a Chinese corporation. 

Senator Hory. Organized in China / 

Mr. Leece. In China; yes, sir. 

Senator Munpr. Is Mr. Wei an American citizen—Chung-Ching 
Wei! 

Mr. Lerce. No; he is a Chinese national. 

Senator Nixon, But this isa Delaware corporation with a majority 
of the stock owned by American citizens; is that correct ¢ 

Mr. Leece. You are speaking of United Tanker, Senator 4 

Senator Nixon. Yes. 

Mr. Leecr. Yes, sir. 

Mr. FLanaGan. We will go into that later, on the next chart, the 
ramifications involved in the organization of that corporation. 

Mr. Lerce. Now, after this luncheon meeting they adjourned to 
Mr. Wasson’s office, and I understand that in addition to Mr. Klein, 
Mr. Casey, and Mr. Wasson, there were also present Mr. Chung-Ching 
Wei, Dr. Chin, Mr. Chin, Mr. Du, all of whom are officials or were 
officials of the China Trading and Industrial Development Corp. 

Mr. Franacan. And they are Chinese nationals / 

Mr. Lerce. They are Chinese nationals; yes, sir. 

Senator Munpr. That is a Chinese corporation / 

Mr. Leece. Yes, sir. 

At this point I think it might be well to offer for the record the 
minutes of the meeting at the Maritime Commission on January 22, 
which approved the amendment that I spoke of. 

Senator Hory. It will be exhibit 10. 

(The minutes referred to were marked “Exhibit 10,” and will be 
found in the appendix on p. 671.) 

Mr, FLanacan. Have we also put into the record the amendment ? 

Mr. Leece. The amendment is in as an exhibit, I think. It might 
also be well to enter as an exhibit the photostatic copy of the state- 
ment from the office of the Secretary of State of Delaware indicating 
that the certificate of incorportaion of the National Tanker Corp. was 
not filed with him until January 23, 1948. 

Senator Horry. That will be exhibit 11. 

(The copy of the statement referred to was marked “Exhibit 11, 
and may be found in the appendix on p. 672.) 

Mr. Lerce. Now, as a result of the meeting in Mr. Wasson’s office, 
I am advised that at that time the parties discussed two main prob- 
lems, one being an agreement under which the vessels then owned 
by National Tanker Corp. would be chartered to the United Tanker 
Corp. for 10 years. In addition to that, some consideration was 
given to an arrangement under which United would be allowed to 
purchase the stock of the National Tanker Corp. at some later date. 
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I am told that the broad outline was arrived at on the 19th, and 
that the agreement was later formalized on January 24. 

It might be well at this point to quote what appears to be some of 
the pertinent language in that agreement of January 24, 1948, be- 
tween representatives of the National Tanker Corp. and those of the 
United Tanker Corp. 

Senator McC.et.an. Are we to understand that that agreement 
was actually arrived at on the 19th in that conference ? 

Mr. Leecr. I am told, Senator, that the broad outline of the agree- 
ment as represented in this document was arrived at on the 19th and 
later drawn up formally on the 24th of January, 1948. 

Senator Nixon. Before you answer that question, could I ask you 
this: Was there any reason why United Tanker, proceeding in the 
first instance by itself, could not have gone to the Maritime Com- 
mission and obtained the right to buy these three vessels ¢ 

Mr. Leece. United Tanker had applied, in December of 1947, Sen- 
ator, for tankers. 

Senator Nixon. Yes. 

Mr. Leece. They had received no allocation. 

Senator Nixon. Yes. 

Mr. Leece. We have made inquiries at the Commission, and there 
is no indication that the application was ever acted upon. We are 
told that their application was filed too late. 

I think I have indicated that on the 12th of December, they finally 
allocated something like 54 tankers, which was the remainder of 
those ready for sale. So that United was unsuccessful in obtaining 
tankers at the Commission. 

Senator Nixon. United could have proceded, however, in the first 
instance, had it filed an application early enough to obtain these three 
tankers on their own? There is no reason why they could not have 
done that ¢ 

Mr. Leece. None that I know of. 

Senator Unprerwoop. Let me ask a question, there. What was the 
price paid for these three tankers ? 

Mr. Leece. Roughly, a million and a half dollars apiece. Those 
figures are in Admiral Cochrane’s statement, I believe. 

Senator Nixon. In that connection, how much had National Tanker 
Corp. invested actually in the three tankers at the time that they 
were making arrangements to dispose of the three tankers to United 
Tanker? 

Mr. Leece. There is no indication that they had invested anything, 
Senator, except for the initial capital investment. 

Senator Nrxon. Except for the setting up of the corporation ? 

Mr. Leece. That is right. 

Senator Nrxon. In othe: words, National Tanker was making an 
arrangement to sell to United Tanker simply the right to buy these 
tankers. That is all. 

Mr. Leecr. I think that would be a fair statement, yes, sir. 

To get back to this agreement dated January 24, 1948, I will quote 
the language of this agreement. 

Mr. Fuanacan. This is the agreement between the United Tanker 
Corp. and the National Tanker Corp.; is that correct ? 

Mr. Leecr, That is correct. | Reading: | 
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United agrees to lend to National the entire cost of purchase by National of 
each of the three tankers, estimated to be approximately $2,000,000 per tanker. 
The cost of purchase is understood to include all expenses which necessarily 
will be incurred in the acquisition of each tanker and also in the conditioning, 
outtitting, and furnishing of each tanker, but shall not include any commissions 
or attorneys’ fees payable by National or any expenses of any kind incurred by 
National prior to the date hereof. Of the amount to be advanced to National 
by United, $202,650 will be advanced with respect to each tanker simultaneously 
with the execution of the contract of sale of such tanker and the remainder of 
the cost of purchase of each tanker will be advanced as required by the Mari- 
time Commission. 

3. All advances made by United to National shall be evidenced by notes or 
bonds of National payable to United or its assigns and to be secured by a pre- 
ferred ship mortgage or mortgages on the tanker with respect to which the 
advance or advances are made. * * * 

4. National agrees to charter each tanker for a term of 10 years under a bare- 
boat charter to United in usual form at the rate of $1.20 per deadweight ton per 
moire. =F 

National agrees that, without the written consent of United, * * * it will 
not during the period from the date of this agreement until the expiration of the 
period of the bare-boat charter or charters and until all moneys due United under 
this agreement have been paid. 

(a) Engage in any business whatsoever other than that of chartering the 
tankers to United. 

(b) Voluntarily create, incur, assume, or suffer to exist any mortgage, pledge, 
or other encumbrances upon any of its properties or assets. * * * 


other than its indebtedness to United. 


(c) Voluntarily create, incur, or assume any liability for borrowed money 
except to United. * * * 

Issue or sell additional shares of stock, declare any dividends, or muke any 
payments of any kind. 


Or use any of the funds of National for the purpose of paying com- 
pensation, or enter into contracts of any kind. This is all “without 
the approval of United.” 

Sixth: 


National agrees that, during the period from the date of this agreement 
until the expiration of the period of the bareboat charter or charters * * * 
the assistant treasurer of National shall be a person satisfactory to United 
and all checks drawn by National shall bear the countersignature of such assist- 
ant treasurer * * *, 

United represents that it is a corporation duly organized under the laws of 
the State of Delaware, that its president and directors are United States citizens, 
that the holders of the majority of its stock are United States citizens, and that 
this representation will continue to be true and correct during the life of this 


contract. 

Finally, on the same date, Mr. Klein and Mr. Casey —— 

Mr. FuanaGan. What date would that be? 

Mr. Lerece. On January 24, 1948. 

Mr. Klein and Mr. Casey, acting for National Tanker Corp. and Mr. 
Lenfest, acting as president of United, entered into the following 
agreement : 

In consideration of your execution of the attached agreement— 
which is the agreement to which I have just referred— 
simultaneously with the execution of this agreement, the undersigned— 
that is, Klein and Casey on the one hand and Lenfest on the other— 


hereby grant to United an irrevocable option to purchase all of the stock of 
National at any time after September"15, 1948, but not later than October 15, 
1948, for a price equal to $150,000 multiplied by the number of tankers acquired 
by National pursuant to the provisions of the attached agreement. 
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So that I think you could say that the essence of this agreement is 
this: That United Tanker C orp. agreed to finance the three tankers. 
In return, they got from National a 10-year charter on the three ves- 
sels, plus an agreement to pay them $150,000 for their stock, multi- 
plied by the number of tankers acquired, which aggregates that orig- 
inal $450,000 figure I spoke of. 

Senator McC.Letian. Just one other thing in that connection. 
United took over absolute control under that agreement, complete 
management, direction, together with an option te buy its stock 4 

Mr. Lerce. That is correct. : 

Senator McCietian. I mean of National. United took over com- 
plete control of National’s management, its operation, and also an 
option to buy the stock at that price ¢ 

Mr. Leece. It would appear so. 

Senator McCie.tan. Well, that is the substance of the agreement ? 

Mr. Leecr. Yes. 

Mr. Fianacan. We ought to place that agreement in the record. 

Senator Horry. We will mark that exhibit 12. 

(The agreement referred to was marked “Exhibit 12,” and will be 
found in the appendix on p. 672.) 

Mr. FianaGan. And also the option agreement should be placed 
in the record. Or is it all in one ¢ 

Mr. Lerece. That is attached. 

Senator Hory. We will combine them as exhibit 11. 

Mr. Lercr. Now, in view of this agreement of January 24, 1948, it 
might be well to say something about the United Tanker Corp. 

Senator Nixon. About which corporation ¢ 

Mr. Leecr. United Tanker Corp. 

As the chart indicates, this corporation was organized on the 10th 
of December 1947, in Delaware. The original officers were, as indi- 
vated, Lenfest, president, and Sieling, vice president. Both of those 
gentlemen are United States citizens. Mr. Chung-ching Wei, the sec- 
retary and treasurer, is a Chinese national. 

At the same time, it might be well to go into the original stock- 
holdings in this United Tanker Corp. At the time it was organized, on 
the 10th of December 1947, provision was made for two classes of 
stock, identified as class A and class B stock. Ten shares of class A 
were originally issued. They were issued at a cost of $2,000 to the 
China Trading & Industrial Development Corp., which is a Chinese 
corporation. ‘At the same time, five shares each were issued to Mr. 
Lenfest, Mr. Sieling, and Mr. Tode, for 20 cents a share, or a total 
investment of a dollar apiece. 

Now, under the bylaws that meant that in December of 1947, there 
were outstanding 15 shares of class B stock and 10 shares of class A 
stock. Under the bylaws of the corporation, each holder of class A 
and class B stock has one vote. 

Mr. Fianacan. Our chart is wrong, here, is it not, then? 

Mr. Leece. That relates, Mr. Flanagan, to the period January 24, 
1948, as of the time of this agreement with National. I will get to that 
in a minute. 

Mr. Fianacan. At the time of organization, then ? 

Mr. Leece. At the time of or ganization, there was 15 shares of B 
stock held by citizens, for which they had paid $3. 

Mr. Fianacan. A total of $3 4% 
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Mr. Leece. A total of $3. And 10 shares of class A stock, for which 
China Trading & Industrial Development Corp. paid $2,000. 

Mr. FLanacan. And that is a Chinese corporation / 

Mr. Lerce. That is a Chinese corporation. And each share of stock, 
A and B, is entitled to one vote. 

Senator Munpr. Out of $2,003 invested, $2,000 was held by Chinese 
nationals, and $3 invested by Americans / 

Mr. Leece. By Americans, who were the citizens. 

Now, on January 19, 5 days before this agreement with the Na- 
tional Tanker Corp., Mr. Lenfest, Mr. Sieling, and Mr. Tode took 
an additional five shares each in the B stock and contributed another 
dollar apiece. 

Mr. FLanacan. Which, then, came to 30 shares. 

Mr. Lercr. Thirty shares of the B stock, 10 shares of the A stock, 
and as of this time, as of the time of the agreement with National of 
the 24th of January, there was outstanding 40 shares of stock in the 
corporation, 10 being the class A stock held by the Chinese corpora- 
tion, 30 shares held by the three Americans; a total investment of 
$2,006, $2,000 of which was contributed by the Chinese corporation. 

Mr. Fuanacan. And $6 by American citizens ! 

Mr. Lerce. That is correct. 

Senator Nixon. What about the voting rights in these two types of 
stock ¢ 

Mr. Leecr. At that time, Senator, each share of stock, of whatever 
class, was entitled to one vote. 

Senator Nrxon. To one vote? 

Mr. Leece. Yes. 

Senator Nixon. So the individuals who held $6 worth of stock, in 
effect, controlled the corporation as far as votes were concerned ¢ 

Mr. Lerce. That is correct. 

Senator Nixon. The individuals that contributed the $2,000 were 
minority stockholders as far as voting rights were concerned ? 

Mr. Leece. As far as voting was concerned, that is right. 

Senator Munpr. What was the purpose of that rather unusual 
arrangement!’ It seems to me the Americans were not gambling very 
heavily, having only $6 in the corporation. Why did they control 
the corporation ¢ 

Mr. Fuanacan. Mr. Wasson, who will be a witness, can, I am sure, 
explain the purpose. 

Senator Unperwoop. Going back to the National Tanker Corp., 
you say that contract provided that the United Tanker Corp. would 
hame an assistant secretary-treasurer. Was there an assistant secre- 
tary-treasurer named ¢ 

Mr. Leece. Yes, Senator; Mr. Chung-ching Wei was named 
sometime after this agreement of January 24. Tam told that it.was 
sometime in the spring of 1948. 

Senator Unperwoop. Well, he is the one who was named as the 
assistant secretary-treasurer of the other corpor ation. 

Mr. Leecer. That is correct. 

Mr. FLaANnaGan: Then we find the situation, do we not, to clarify 
the information that Senator Underwood is seeking here, that Chung- 
ching Wei, the Chinese national, was the secretary-treasurer of Na- 
tional Tanker eventu: ally, and they couldn’t sign any checks without 
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his countersignature, and he was also secretary-treasurer in charge 
of finances, as it were, in United Tanker. 

Senator Nixon. The keyman in both corporations was a Chinese 
national. 

Mr. Leece. Yes. 

Senator Nixon. And if the Chinese national technically controlled 
the corporation, as distinguished from actually controlling it, under 
the law, they would not have been able to obtain the tankers, would 
they? 

Mr. Leecre. That is correct. 

Senator Nrxon. But by setting up the corporations in this way they 
were able to obtain the tankers? 

Mr. Lerce. I would say so; yes. 

Senator Nixon. You say Mr. Wasson can explain that ? 

Mr. Leece. Mr. Wasson will testify later, Senator, and he handlea 
most of the negotiations that we have been speaking of, and I am sure 
that he can enlighten the committee on that phase of it. 

To continue a little further, some time later the China Trading & 
Industrial Development Corp. donated the 10 shares that I have re 
ferred to, to the China International Foundation, a charitable organ 
ization, 

Mr. Franacan. We will get into those transactions in the next 
chart. 

Mr. Leece. Later still this same China Trading—— 

Senator Munpr. Who was the head of that other one? A Chinese 
national, too ¢ 

Mr. Leece. No; that is a Delaware corporation, Senator, organized 
for charitable purposes. We will get into that when we discuss 
chart 4. But I think for our purposes now it will be sufficient to say 
that during the life of the United Tanker Corp. a total of 85,000 shares 
of stock were subscribed to by the China Trading & Industrial De- 
velopment Corp., who in turn donated this common stock to the China 
International Foundation, the charitable foundation that I a of. 

In addition, a total of 25,000 shares of pre ferred stock in United 
was subscribed to during June and September of 1948 by ¢ hin Trad 
ing for 214 million dollars. So that during the period of January to 
June of 1948, when United was interested in acquiring the stock of 
corporations who had been allocated tankers, the bulk of the capital 
surplus in United Tanker was supplied by a Chinese corporation, 
namely, the China Trading & Industrial Development Corp. 

Senator Nixon. In other words, the type of stock which was trans- 
ferred to China International Foundation was the common stock ? 

Mr. Leecr. That is right. 

Senator Nixon. Which controls the corporation for voting pur 
poses ¢ 

Mr. Lerce. Yes; and that was purchased roughly for about $20,000, 
I believe—the 85,000 shares. 

Senator Nixon. Purchased for that amount, and then donated to 
the charitable foundation ¢ 

Mr. Leece. That is correct. 

Senator Nixon. But the preferred stock, the type of stock which 
contributed the capital in the corporation, was put up by the Nation- 
alist-controlled corporation ¢ 

Mr. Leece. That is right. 
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Senator Munpr. Is this Mr. Chung Ching-wei who appears to be 
the top man in these corporations the same Mr. Wei who is one of the 
controlling factors in China Trading ¢ 

Mr. Leece. He was an officer in China Trading. 

Senator Munpr. Is it this same Mr. Wei? 

Mr. Leece. That is right. 

Senator Munpr. He is a Chinese national, not a citizen / 

Mr. Leece. He is a Chinese national; yes. 

Now, at about this time, in the latter part of January, the United 
Tanker Corp. requested of the Maritime Commission that they render 
an opinion as to the citizenship of United, at which time they pro- 
vided the Commission with certain information as taken from their 
bylaws, and the certificate of incorporation, concerning the voting 
rights going with the stock, and pointing out that the B stock could 
only be purchased by citizens, and that the B stock had to be the 
majority stock at all times. In other words, no A stock could be sold 
unless, after selling that, there was still a greater number of shares 
of B stock outstanding, which, of course, would insure a majority of 
the stock in United States citizen-holders. 

On the 3d of February 1948 Mr. Goertner, the assistant general 
counsel at the Commission, advised the United Tanker Corp. that on 
the basis of his review of that information he had concluded that 
United was a citizen corporation. 

Mr. FuanaGan. At that time did Mr. Goertner have all of the facts 
concerning the sources of funds and relationship of United Tanker 
with the China Trading & Industrial Development Corp. 

Mr. Lerce. No. There was no mention of that made in the letter 
from United Tanker Corp. to Mr. Goertner. 

Senator Nixon. Who prepared that letter? Mr. Wasson? The 
attorneys for United Tanker? 

Mr. Lerce. Mr. Wasson was the attorney for United Tanker at 
that time. 

I don’t have a copy of the original letter. However, Mr. Goertner’s 
reply was directed to Post, Morris & Lovejoy, 52 Wall Street, New 
York City—Mr. Goertner’s answer, that is, to their inquiry. 

Senator Nixon. That is the firm of attorneys ? 

Mr. Lerce. Yes. 

Mr. Fuanacan. The firm of attorneys of which Mr. Wasson was 
a member. 

Senator Nixon. In any event, whoever prepared this letter did not 
disclose the fact that United Tanker Corp. was financed primarily 
by the Nationalists’ interest ; is that correct ? 

Mr. Leecr. That is correct. 

Senator Nrxon. That fact was not disclosed ? 

Mr. Lerce. No. 

Senator Nrxon. And therefore the opinion of the Maritime Com- 
mission was issued without knowledge of that fact. 

Mr. Leece. That is correct. 

Senator Nixon. Due to the fact that it was not disclosed. 

Mr. Lexcer. It wasn’t disclosed directly at that time, Senator. In 
September 1947, when United applied for tankers at the Commission, 
they did indicate to the Commission at that time that they were a 
Delaware corporation and professed to be a citizen corporation, al- 
though admitting that the equity capital in United at that time was 
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being supplied by the National Resources Commission of China and 
the China Trading & Industrial Development Corp. But at the time 
they requested an answer to their Inquiry as to their citizenship, 1 no 
mention was made of the investment ‘in their stock by Chinese 
corporations. 

Senator Nixon. And that decision as to their citizenship was es- 
sential, was it not, if they were to obtain their control of the vessels ? 
Mr. Lerce. Well, if I can speculate, I think that probably they 
were thinking in terms of their agreement on January 24, 1948, 
with National, and there m: iy have been some doubt in their mind as 
to whether or not they were a citizen corporation. And this was for 
the purpose of resolving whatever doubt they had, although the y 

had already entered into the agreement a week cee 

Senator Nixon. So that the agreement with National would hold 
up if it was necessary for them to have the Maritime Commission 
hold that they were citizens. 

Senator McCietian. As I understood you, the Maritime Commis- 
sion did have information prior to that as to how United was financed. 
They had that information in the files. 

Mr. Lercr. In December 1947, Senator, when United applied for 
tankers, they stated that they were organized in Delaware, that they 
had citizen officers, United States citizen officers, but also admitted 
that the capital in the United Tanker Corp. would be largely con- 
tributed by the China Trading & Industrial Development Corp. 

Senator McCretian. In other words, a majority of the capital? 

Mr. Leece. That is correct. 

Senator McCievxan. So that information was in the files of the 
Maritime Commission ? 

Mr. Leecr. That is correct. 

Senator McCietyan. Prior to the time that this letter was written 
seeking to resolve any doubt about it. 

Mr. Leece. That is correct. 

Senator McCietian. But that was in the file or jacket, I assume, 
of another application, and not in the jacket of this application. 

Mr. Leece. I would assume so, except that it was still in the appli- 
cation of the United Tanker Corp. 

Senator McCretitan. But diligence on the part of the Maritime 
Commission at that time could have ascertained what the facts were, 
us they had been previously reported. 

Mr. Leece. I would say by referring to their original application 
to purchase tankers, they would have been made cognizant of this 
situation, of this foreign investment in stock of U nited. 

Senator Munpr. I think you must have misspoken yourself along 
the line. You said that when United Tanker Corp. made its first ap- 
plication they said that they were oflicered by American citizens. 
They could scarcely have said ‘th: at with the secretary-treasurer having 
the name of Chung-ching Wei, who was a Chinese national. 

Mr. Franacan. Do you have that original application there ¢ 

Mr. Leece. I don’t have the original applic ation here; no. 

Mr. Fuanacan. We can check that, Senator, and see whom they 
listed as officers on that application. 

Senator Munpr. Yes; I think we should check it. If that is not 
there, all right. 

You said they stated that the officers were American citizens. 
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Mr. Leece. That is my recollection. Imay be in error there, sir. 

Senator Munpr. Do you have a copy of the original letter to Mr. 
Goertner, theattorney for the Maritime Commission / 

Mr. Lerce. No, I don’t, but we can get that. 

Senator Munpr. You said the answer was sent back to a firm ot 
lawyers in New York. The question is: Was the letter written by the 
firm of lawyers in New York? You do not have to hunt it up now, but 
you should obtain access to it. 

Mr. Leece. I think this will clear it up, Senator. Apparently 
no letter was written. The inquiry was directed by United by tele- 
gram. Mr. Goertner in his answer refers to their telegram of Feb- 
ruary 2 advising that a question has been raised as to the citizenship 
of “your client, the United Tanker Corp.” and requesting opinion 
in the matter. 


I wish to advise that in my opinion the United Tanker Corp. is a citizen of the 
United States within the meaning of section 2 


And Mr. Goertner goes on to say that— 


I have examined the application to purchase as filed by the United Tanker Corp. 
and find from the evidence submitted therein that the United Tanker Corp, is a 
citizen within the meaning of section 2. 

Senator Munpr. Can you locate a copy of the telegram of inquiry ‘ 

Mr. Leece. We will do that, Senator. I don’t have it with me. 

Mr. Fuanacan. For the record, will you give Mr. Goertner’s first 
name and the spelling of his last name / 

Mr. Leece. Yes, Francis B. Goertner, G-o-e-r-t-n-e-r. 

Mr. Fiuanacan. And what was his position at the Commission at 
that time / 

Mr. Leece. Assistant General Counsel. 

Senator Munpr. I ask that at this time we request the telegram of 
Inquiry. 

Senator Hory. The telegram of inquiry and the telegram of re 
sponse will be exhibit 13. 

(The telegrams referred to were marked “Exhibit 13° and may be 
found in the appendix on p. 676.) 

Senator Hory. You may proceed. 

Mr. Lerece. On the 3ist of December 1947, the contract of sale on 
these three vessels was entered into between the Maritime Commission 
and Mr. Casey, acting as president of the American Overseas Tanker 
Corp. There again there is a provision in this contract, paragraph 
LV, which language I will quote. It is entitled “Title to the Vessels.” 
It reads: 

Subject to such conditions as the Commission may impose, title to the vessels 
named in this agreement may be taken in the name of a new company organized 
under the laws of the State of Delaware named National Tanker Corp., said cor- 
poration to have substantially identical offices, directors, and stockholders with 
American Overseas Tanker Corp. The Commission agrees to execute the bill 
of sale referred to in article 3 hereof in the name of National Tanker Corp. 

I will offer this contract of sale as an exhibit. 

Senator Hory. That will be exhibit No. 14. 

(The contract of sale referred to was marked “Exhibit 14” and will 
be found in the appendix on p. 676.) 

Mr. Fianacan. At this point} we have located this telegram dis- 
cussed before, the telegram to the Commission. It is very short. It 
is dated February 2, 1948, to Francis Goertner, legal division: 
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Question has been raised as to citizenship of United Tanker Corp., in view of 
proposed second mortgage to it on vessel purchased by a citizen and in view of 
contemplated long-term charter to it by a citizen purchaser of another’ vessel. 
All of United class B stock owned by citizens and holders of class B stock have 
75 percent of the voting power. Would appreciate your opinion as to citizenship 
qualification of United Tanker Corp., within section 2, Shipping Act and your 


forwarding copies of opinion to presidents of other fir ms interested. Also would 
appreciate telegram collect to Post, Morris & Lovejoy, 52 Wall Street, as to status 
so that negotiations may proceed. 

NEWBOLD MORRIS 

Senator Hory. Read the reply. 

Mr. Fianacan. The reply from Mr. Goertner to Post, Morris & 
Lovejoy, 52 Wall Street, New York 5, N. Y., reads as follows: 

Re your tel United Tanker Corp., citizen inquiry. Examination of evidence 
submitted discloses corporation to be citizen within meaning section 2 Shipping 
Act. Opinion follows. 

I think we have already put the opinion in the record. 

Senator Nixon. Mr. Flanagan, the telegram of reply refers to the 
evidence submitted. Does the original telegram refer the Mari- 
time Commission to evidence other than that contained in the telegram 
itself? In other words, my question is: Was the decision based—— 

Mr. Fuanacan. I understand your question. It is difficult to tell 
here whether it is referring to the previously filed application, which 
was made in December. 

Senator Nixon. Have you questioned Mr. Goertner, Mr. Leece ? 

Mr. Lerce. No, not yet, but his response, Senator, would indicate 
that he had referred to the United application. 

Senator Nrxon. I wonder if you could question Mr, Goertner to 
see on what facts the decision was made ¢ 

Mr. Lercr. I will be glad to. 

Senator Nixon. Whether he had referred to the original papers 
which were filed by United Tanker or not in making this decision. 

Mr. Leece. I will be glad to; but I note that in his 1 response he 
mentions specifically the application of December 1947, which has 
been made part of the record. 

Senator Munpr. You read that telegram rather fast. Did any- 
thing in that telegram indicate that at that time only $6 had been in- 
vested in the corporation by American citizens? 

Mr. Fuanacan. No, sir. It only talks about the voting power. 

Senator Munpr. There is nothing there at all to indicate that 
the finances had been furnished entirely by Chinese except for $6? 

Mr. Fuanacan. No, sir. 

Mr. Lerce. Now, about this same time, Mr. Helmbold, George H. 
Helmbold, who was then Chief of the Bureau of Operations at the 
Maritime Commission, directed a letter to the National Tanker Corp., 

care of the American Overseas Tanker Corp., and he begins his letter 
on a question of repairs, which are of no real interest to us at this 
time, but the last paragraph is quoted as follows: 


In this connection, reports have reached the undersigned 
that is Mr. Helmbold— 
that these vessels have been offered by you for resale to other interests. 


By “these vessels” he is refe ‘rring to the Afeacham, the Ante lope 
Hills, and the Kettleman Hills. 
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We should very much appreciate a prompt statement from you as to whether 
or not you have in mind the resale of these vessels now or at a later date. 

This was on the 31st day of January 1948. 

Mr. FuanaGan. To whom is that letter addressed, Mr. Leece ? 

Mr. Lerce. It is addressed to the National Tanker Corp., care of 
the American Overseas Tanker Corp., 824 Connecticut Avenue. 

Mr. Fuanacan. And Mr. Helmbold, who is an official of the Mari- 
time Commission, wants to know whether or not National was con- 
templating selling its tankers; is that true / 

Mr. Leecr. That is right. 

Mr. Fuanacan. Will you place that in the record as the next ex- 
hibit ? 

Senator Horry. Exhibit 15. 

(The letter of January 31, 1948, was marked “Exhibit 15,” and will 
be found in the appendix on p. 682 

Mr. Leece. That was on the 31st of January 1948. On the 2d of 
February 1948, a letter was directed to Mr. Helmbold by Mr. Casey, 
president, National Tanker Corp. 

He states as follows: 

It is our intention-to bareboat charter these vessels to another American 
company. It is the present intention of this corporation to retain title to these 
vessels indefinitely. Obviously, no statement can be made at this time as to 
what its position may be with respect to resale at some time in the future. 

Mr. FLanaGan. What is the date of that letter ? 

Mr. Leece. February 2, 1948. 

Mr. Fianacan. At that time the Casey group had already entered 
into irrevocable stock-option agreements with United to sell all of 
their stock; isn’t that correct? 

Mr. Lerece. That is correct. 

Mr. FuanaGan. They did not disclose that information in answer 
to the reply ¢ 

Mr. Lxeece. That is correct. 

Senator Nrxon. As I recall your letter, it says: 


It is our intention to retain title indefinitely. 

Mr. Lerce. Yes. Mr. Casey answered : 

It is our intention to bareboat charter these vessels to another American 
company. It is the present intention of this corporation to retain title to these 
vessels indefinitely. Obviously, no statement can be made at this time as to 
what its position may be with respect to resale at some time in the future. 

Mr. Fuanacan. Well, technically, even though the stock of the 
corporation and the control of the corporation might have been trans- 
ferred to United Tanker, the title to the vessels still remained in 
National ? 

Mr. Leece. That is right. 

Mr. Fuanacan. So technically that statement is correct. 

Mr. Leece. Yes. 

Now, I neglected to mention in discussing that agreement of Janu- 
ary 24, 1948, that in entering into that agreement, “the officers of the 
National Tanker Corp. st ated that they had discussed this : agreement 
informally with three members of the Maritime Commission, that is, 
the stock option agreement and the other features of that agreement, 
and had been advised informally by these three members of the 
Commission that there was no objection to this agreement. 
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Mr. Fuanacan. They did not state who the three members of the 
Commission were; did they‘ 

Mr. Lexrcr. No, they did not. 

Mr. Fuanacan. And as a matter of fact, we have contacted all 
five members of the Commission, and none of them ever recollect 
making such a statement. 

Mr. Lerce. That is correct. 

Senator Munpr. At this point, I think it should be noted that this 
agreement drawn up in the office of Mr. Wasson and confirmed by 
correspondenc e, a letter of confirmation between the United Tanker 
and the National Tanker Corp., is dated January 24, 1948, which was 
both before the mstant letter of inquiry and the reply of February 2 

Mr. Lerce. That is correct. 

Mr. Fianacan. The whole deal had been consummated about that 
time in the office of Mr. Morris and Mr. Wasson. 

Mr. Lexce. Yes. 

Senator Hory. That exhibit is already in? 

Senator Munpr. Yes; exhibit 11, 1 was talking about. 

Mr. Lerce. Mr. Casey’s reply, I don’t think, has been entered. 

Senator Munpr. How about the letter of inquiry / 

Mr. Lerce. The letter of inquiry has been entered, and this is Mr. 
Casey’s reply. 

Senator Hory. That will be exhibit 16. 

(The letter of February 2, 1948, was marked “Exhibit 16,” and will 
be found in the appendix on p. 682.) 

Mr. Leece. On the 29th of April 1948, the National Tanker Corp. 
took title to the Aett/eman Hills, and on the 14th of May they took 
title to the Meacham. 

The chart will indicate that the Oceanic Maritime Corp. was set 
up on June 14, 1948, in Delaware, at which time the officers were 
Joseph E. Casey, president; E. Stanley Klein, vice president; Mr. 
James G. @lackey, secretary and treasurer; with 1,000 shares of 
common stock, which was the only stock issued. 

Senator Munpr. Pardon me; what corporation is that / 

Mr. Lercr. The Oceanic Maritime Corp., which is shown on the 
left of chart No. 3. 

This corporation was organized to take title to the Avettleman 
/Tills, which heretofore had been in the National Tanker Corp. And 
they did acquire the title to the Aettleman Hills on the following 
day, June 15, 1948. All of the stock, of course, as has been indicated, 
was issued to the National Tanker Corp. 

Mr. Fuanacan. Did they actually pay for that ship ? 

Mr. Lerce. No. 

Mr. Fuanacan. Did Oceanic Marine pay National Tanker for it? 

Mr. Lercr. No; there was no transfer of funds. 

Mr. FLranaGan. They just transferred the title 

Mr. Lerce. Just the title; that is right. 

Mr. FranaGan. As a matter of fact, Oceanic Marine was a wholly 
owned subsidiary of National Tanker ? 

Mr. Lerece. Of National Tanker. That is right. 

Now, while we are on the subject of the Aettleman Hills, following 
that agreement of January 24, 1948, of course, under the terms of 
that agreement, United Tanker agreed to finance the purchase of 
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that vessel. On the 24th of February, a loan of $1,350,000 was nego- 
tiated with the Bankers Commercial Corp., but was not negotiated 
by the National Tanker Corp. but by the China Trading and Indus- 
trial Development Corp., which was a Chinese corporation. 

Senator Munpr. And what was the purpose of that loan ¢ 

Mr. Leecer. To finance the purchase of the Aettleman Hills from 
the Commission. The agreement was between National and United, 
but the financing was done by the Chinese corporation. 

Mr. Fianacan. In other words, the money which was obtained to 
purchase the Aettleman Hills was obtained by the Chinese ‘Trading 
and Industrial Development Corp. ¢ 

Mr. Leece. That is right. - 

We come now to the Trans-World Maritime Corp. This was or- 
ganized as a Delaware corporation on July 31, 1948, and we have the 
same officers as was the case in Oceanic: Casey, president; Klein, vice 
president ; Mackey, secretary and treasurer. And no stock was issued 
in that corporation as of that time, as of the date of incorporation. 
But it was organized apparently for a good reason. In August, 
American Overseas Tanker Corp. got in toue ch with the Maritime Com- 
mission and now requested that title to the Antelope Hills, one of the 
three vessels originally allocated, be taken in the name of this Trans- 
World, and that the Maritime Commission allow them to purchase it 
on a mortgage basis rather than cash as was originally contemplated. 

Mr. Fuanacan. As a matter of fact, the other seven vessels in the 
Casey group were all purchased for cash, were they not, from the 
Commission ? 

Mr. Lerce. That is right. 

Mr. Fianacan. And this is the first time that they wanted to pur- 
chase it on a mortgage arrangement with the Commission ¢ 

Mr. Leece. That is right. The reason for that, as I understand it, 
is that United had taken care of the financing. At that time the 
charter market on tankers was down, and they were having consider- 
able financial difficulties and needed this arrangement in order to 
purchase the vessel. 

This was agreed to by the Commission, that they would allow them 
to take title in Trans-World on a mortgage basis; and on January 
7, 1949, they entered into a sales contract with Mr. Casey, representing 
Trans-World, National, and American Overseas; and title to the 
vessel passed at that time. 

In the meantime, Mr. Wei had directed a letter to Mr. Casey, on 
October 11, 1948, in which he advised Casey that the United Tanker 
Corp. had decided to exercise their stock option as provided for in 
that earlier agreement that we spoke of in some detail, of January 24, 
1948. On that date, they turned over a check of $100,000, and between 
that date and January 31, 1949, completed the payment of $450,000. 

Mr. Fianacan. In other words, United Tanker Corp. purchased 
all of the stock of National Tanker for $450,000 ? 
Mr. Leece. That is correct. 
Mr. Fuanacan. And that was the same stock that the Casey group 
iginally paid $1,000 for ? 
Mr. Leece. Paid $1,000 for. That is right. 
Mr. Fianacan. Do we have a list of the stockholders of National 
Tanker Corp. at the time of the sale ? 

Mr. Leecr. Yes. 
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Senator Nrxon. Of course, in addition to the investment in stock 
at that time, of $1,000 in cash, the corporation then had as an asset 
what for practical purposes we will call the right to buy three tankers ? 

Mr. Leece. They had title to three tankers. 

Senator Nixon. But I mean they had not paid for them yet. 

Mr. Lerce. No. 

Senator Nixon. In other words, they had title to the three tankers 
and the right to pay for them, shall we say. 

Mr. Leece. Yes, in these three different corporations I have men- 
tioned, National, Oceanic, and Trans-World. 

Senator Nixon. And National, through the payment of this con- 
sideration of $450,000, in effect was obtaining title to those tankers 
with the right to pay for them and own them outright? 

Mr. Lreece. That is right. 

Mr. FianaGan. Regarding the list of stockholders of National at the 
time of the sale of the stock, to clar ify the record, could you indicate 
here how much was paid per share for the stock and how much they 
sold it for? Have we got that? 

Mr. Lercr. Well, it amounts to $450 a share. You had a thousand 
shares originally at $1 a share, and it was subsequently sold for 
$450,000. 

Mr. Fianacan. In other words, they paid $1 a share for the stock 
and sold it for $450 a share? 

Mr. Lerce. That is correct. 

Mr. Fuanacan. And this list indicates the names of the stockholders 
and the names of the beneficial owners of the stock at the time of the 
sale? 

Mr. Leecr. That is right. 

Mr. Fuanacan. Will you please put that in the record ¢ 

Senator Hory. Does this list here indicate that the various stock- 
holders paid that price? Does it show how much each of these stock- 
holders paid per share ? 

Mr. Leece. As to this list, Senator, originally Mr. Casey. Mr. Klein, 
and Mr. Holmes held the thousand shares. Some time between the 
date of their original acquisition, in January of 1948, and the sale, in 

January of 1949, they had distributed their interests in v: arying 
amounts to the people represented by this list. 

Senator Hory. That is right. But does this indicate how much 
these people paid for the shares when distributed / 

Mr. Leece. No. 

Senator Hory. So there is nothing in the record to show whether 
these people paid more or what they paid for the stock / 

Mr. Leecr. No. 

Senator Hory. The information which you give with reference to 
the original stock shows the price of it, and then the total, what it 
was sold for? 

Mr. Leece. That is correct. 

Senator Horry. But it does not indicate what these various stock- 
holders pe aid for the stock the xy rec elved ? 

Mr. Lerce. No. All we can say is that originally Mr. Casey paid 
$300 for 300 shares, Mr. Holmes paid $300 for 300 shares, and Mr. 
Klein paid $400 for 400 shares. 


~" ‘ 
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Senator Hory. Yes. I mention again the same thing I said before: 
The publication of this list of stock does not indicate that there is 
anything adverse as far as the stockholders were concerned, unless 
something else appears. 

Senator Munpr. Is there anything in the books of the corporation 
which would provide the answer for the chairman’s question as to 
how much, taking one name out of here, G. D. Hawthorne, got? 

Mr. Lerce. Nothing we have seen, sir. 

Mr. FLanaGan. We can get that information from Mr. Casey and 
Mr. Klein and the other witnesses who will be here, who will know 
how they handled their own stock interests. 

Senator Nixon. As I understand it, in some instances, the stock 
was transferred for services rendered, and in other instances as gifts? 

Mr. Fuanacan. That is right, and most of the stock, as far as we 
know, was turned over to the eventual stockholders as gifts. 

Senator Nixon. As gifts? 

Mr. Fuanacan. Yes. Because as you will notice, many are chil- 
dren and relatives of the various stockholders. 

Senator Hory. That was the reason why I was inquiring as to 
whether anything was here to indicate whether the payments were 
made, 

This will be exhibit 17. 

(The list of stockholders of National Tanker Corp. was marked 
“Exhibit 17.” and will be found in the appendix on p. 683.) 

Senator Hory. You may proceed, Mr. Leece. 

Mr. Leece. Finally we get down to chart No. 4, and I think prob- 
ably it is well to preface our discussion of this chart with a little of 
the background of the Chinese Petroleum Corp., which is identified 
as a subsidiary of the National Resources Commission of the Chinese 
Nationalist Government, the China Trading & Industrial Develop- 
ment Corp., also a Chinese corporation, and the United Tanker Corp. 

Now, our investigation of this entire matter indicates that during 
1947, in the latter part of 1947, the Chinese Petroleum Corp. had 
contracts for the purchase of approximately one-half million tons of 
oil. Their problem was to transport this oil from the Persian Gulf 
to China. They had access to only one tanker. 

The China Trading & Industrial Development Corp. decided that 
it might be well to either purchase tankers or finance the purchase 
of tankers by other corporations, and then in turn charter them to 
the Chinese Petroleum Corp. to take care of their transport problems. 

Various Chinese nationals then associated with the China Trading 
& Industrial Development Corp. had previously had some business 
dealings with Mr. Wasson and accordingly got in touch with Mr. 
Wasson and solicited his advice as to whether or not it would be pos- 
sible to secure the tankers required from the Martime Commission. 
They realized, of course, from a review of the Ship Sales Act, that 
preference in the sale of tankers was given to United States citizen 
corporations. China Trading was admittedly a Chinese corporation, 
so it was decided that a citizen corporation would be organized, the 
officers of which would not only be United States citizens but people 
experienced in the tanker business. Those people were Mr. Lenfest, 
Mr. Sieling, and Mr. Tode, all of whom have had considerable ex- 
perience as ship engineers and ship operators generally. 
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With this in mind, the United Tanker Corp. was organized, in De- 
cember of 1947, with the individuals that I have referred to as officers, 
although Mr. Wei was made secretary and treasurer. 

In December of 1947, two applications were filed with the Com- 
mission requesting tankers, one by China Trading and one by the 
United Tanker Corp. At that time, it was admitted that China ‘Trad- 
ing was foreign. It was stated that United claimed to be a citizen 
corporation, and a request was made of the Commission that they 
treat. these applications in the alternative. If it was decided that 
China Trading was not to get an allocation of ti ee rs, then the Com- 
mission should consider the. application of the United Tanker Corp., a 
citizen corporation. However, as I have indicated, the applications, 
were filed too late. The tankers had all been allocated, and the ap- 
plications were never acted upon. 

During this period, on December 11, as a matter of fact, a letter was 
directed to the Maritime Commission by Mr. Morris, Newbold Mor- 

ris, directed to Mr. Perry. Mr. Morris refers to the fact that: 

I am writing to advise you that we have just forwarded today an application 
to purchase two tankers on behalf of the China Trading & Industrial Develop- 
ment Corp. and also on behalf of United Tanker Corp., the latter organized in 
the State of Delaware. As you advised on the telephone, when I called the 
other day, these applications were addressed to the Secretary of the Com- 
mission. I am sending these to you personally because I want to keep you in- 
formed of the steps we are taking in what I hope will be a successful attempt to 
bring this means of assistance to the Chinese Government. 

Mr. FianaGan. Will you place that in the record, Mr. Leece ? 

Now, United’s application to purchase, I think, is also to be entered 
as an exhibit, Senator. 

Senator Hory. One of them will be 18 and the other 19. 

(The application to purchase was marked “Exhibit 18,” the letter 
of December 11, 1947, was marked “Exhibit 19,7? and these documents 
will be found in the appendix on pp. 683 and 688.) 

Mr. Leece. At this point, I will go generally into the source of 
funds. 

Before that, I might say that, failing in the acquisition of these 
tankers directly en the Maritime Commission, it was decided by 
the United Tanker Corp. that they would attempt to acquire the 
stock of citizen corporations which had previously been allocated 
tankers by the Commission. 

Mr. Fianacan. Or which had obtained tankers from the Com- 
mission. 

Mr. Leece. Or which had obtained tankers from the Commission. 
That is right. 

Senator Nixon. Mr. Leece, at this point: I understand that this ap- 
plication was filed, as you have suggested, in the alternative. 

Mr. Lerce. That is right. 

Senator Nixon. Now, the reason for turning down the application 
to United Tanker, which was the citizen corporation, technically 
speaking, as I understand it, was because it was filed too late to ob- 
tain the tanker. 

Mr. Leece. There is no indication, Senator, that it was ever actually 
acted upon. I imagine probably you could say that it was just allowed 
toexpire. The expl: ination was that it had been filed too late. 

Senator Nrxon. In other words, there was no indication that the 
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application was being turned down because of a finding that it was not 
a citizen cor poration ¢ 

Mr. Lerce. No. 

I will go generally into the source of the funds that United was to 
use in acquiring the stock of whatever corporations had tankers. 

The bulk of this money came originally from the Chinese Petroleum 
Corp., which is referred to as a subsidiary of National Resources 
Commission. 

This money was directed to the China Trading & Industrial De- 
velopment Corp., who in turn used it for the subseription of stock, 
both preferred and common, in United Tanker Corp. It was turned 
over by Chinese Petroleum to China Trading as prepaid charter hire, 
because, of course, it was contemplated that at some future time, if 
and when tankers were acquired, they would be chartered to this 
Chinese Petroleum Corp., and the money used was simply prepaid 
charter hire. 

Then there was a Mr. D. N. Tjain, a Chinese national, who had been 
a dominant figure in China Trading, who also contributed certain 
funds to United. 

In addition to that, United made use of substantial bank loans in 
New York, and also another big source of funds was mortgages taken 
back by the Maritime Commission in their sale of these vessels. 

Now, as to the stock holdings in United: During the life of the 
United Tanker Corp., 85,000 shares of common stock have been issued. 
All but 60 shares of that stock have been purchased by the China 
Trading & Industrial Development Corp., after which they were 
turned over to the foundation, China International Foundation, as 
a gift, just donated. For this stock, China Trading paid roughly 
#20,000. The remaining 60 shares of this common stock was held by 
Mr. Lenfest, Mr. Sieling, and Mr. Tode, who were the original officers 
or directors of the United Tanker Corp. They paid for that stock 
SZ aplece. 

There were indications that in September 1948, China Trading gave 
Lenfest $10,000 for his 20 shares, after which they turned it over to 
the foundation, and then in January of 1951 Mr. Sieling and Mr. 
‘Tode donated the rest of their interest, 20 shares apiece, to the founda- 
tion, at which time the United Tanker Corp. paid them $10,000 apiece. 

Mr. Fianacan. So then we find that the three American citizen 
stockholders, or, putting it this way, the three individuals who held 
common stock, turned that stock over to the China International 
Foundation on the payment of $10,000 each ¢ 

Mr. Leece. That is correct. 

Mr. Fuanacan. And how much did they pay for that stock ? 

Mr. Leece. Two dollars apiece. 

Mr. Fianacan. Two dollars apiece ? 

Mr. Leecr. That is right. 

Senator Nixon. And the consideration in each instance was for the 
transfer of the stock to the charitable corporation, and it was paid 
by the Nationalist-controlled corporation, the China Trading & 
Industrial 

Mr. Lerce. In the case of Mr. Lenfest, it was, Senator, but in the 
case of Mr. Sieling and Mr. Tode, United paid the $10,000 to each of 
those men. 
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Senator Munpr. Was this stock that went to the law firm in New 
York a voting stock ? 

Mr. Leecer. Oh, yes. 

Mr. Fuanacan. You said to the law firm. It went to the China 
International Foundation, which is a charitable foundation, and is 
listed in the right-hand corner of the chart. 

Mr. Leece. It went to the foundation. As a matter of fact they 
still control the 85,000-——— ; 

Mr. Fuanacan. Of which Mr. Wasson was the secretary-treasurer 
and Mr. Newbold Morris was president ? 

Mr. Leece. Yes. 

Mr. Fuanacan. I confused it with the law firm. 

Mr. Lercr. Now, on the preferred stock, as I have indicated, the 
top total of — rred stock was 25,000 shares. That was subscribed 
to originally by China Trading during June and September of 1948, 
and it was during that period that China Trading put in this two 
and a half million dollars. 

Since that time some of the stock has been retired, some of the 
preferred stock, 

On November 7, 1949, United redeemed 3.450 shares of preferred 
by paying China Trading $345,000. 

Mr. Fuanacan. In other words, in that preferred stock, as I get 
the picture, they never intended to transfer that stock into China 
International Foundation, but merely to retire it. and eventually 
retire all of it, and leave China International Foundation with the 
85.000 shares of common ? 

Mr. Lerce. That is what has been happening. 

Mr. FranaGan. Yes. 

Senator Munpr. What I am trving to determine is where the con- 
trol of this corporation rests. There is 85,000 shares in the China 
International Foundation. 

Mr. Lerece. That represents all of the common stock. 

Senator Munpr. And they had the complete control from that time 
on, then, of the United Tankers Corp. ? 

Mr. Lerece. Yes; because as I understand it, the majority of the 
voting rights follow the common stock. 

Senator Munpr. And that is all the common stock there was. 

Mr. Leece. Yes: and that was completely held by the foundation. 

Senator Munpr. That is what I was trying to determine. 

Mr. Leecr. Now, after redeeming that 5,450 shares of preferred 
stock in November 1949, we have left 21,950 shares of preferred. Until 
recently that was held by the Meacham Corp. and the United Securi- 
ties Corp. The United Securities Corp. is a Liberian corporation. 
The chart will indicate it was organized in Libe ‘ria on December 6, 1950, 
all of the directors being Chinese nationals. 

I might explain their holdings of preferred stoc fe in this fashion: 
Or iginally, C thine’ Trading was indebted to Mr. Tjian. That is D. N. 
Tjian, T-j-i-a-n, whom I referred to previously as a i At ant figure 
in China Trading. China Trading was indebted to him; to what 
amount, we haven't been able to determine. But to secure this indebt- 
edness, representatives of China Trading got together with Mr. Tjian 
and organized this Liberian corporation, the United Securities Corp. 
9,800 shares of preferred stock in United were turned over to this cor- 
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poration, and in turn the stock of this Liberian corporation was turned 
over to Mr. Tjian. 

During 1951, his preferred stock was redeemed, through the payment 
of about a half inition dollars, I understand. 

Mr. FLanacan. Payment to whom? 

Mr. Leece. Payment to Mr. Tjian. 

Mr. Fianacan. By United? 

Mr. Lerce. By United; that is right. 

Mr. Fuanacan. In other words, United retired the stock that Tjian 
held in United Securities Corp. 4 

Mr. Lerce. No; the preferred stock that the United Securities Corp. 
held was retired by United. He in turn held the stock in the United 
Securities Corp. But as it was redeemed, he turned back his control 
of United Securities. 

Now, on the Meacham Corp., that was organized in October, on 
October 31, 1949, as a Delaware corporation, charitable in nature. All 
of the stock in the Meacham Corp., a thousand shares, was subscribed 
to by the International Foundation, China International Foundation, 
for a thousand dollars. 

About a week after its incorporation, on November 7, 1949, the 
Meacham Corp. acquired the tanker Meacham from the National 
‘Tanker Corp. They also acquired 11,750 shares of the preferred stock 
of United, and in payment they executed an unsecured note to the 
Chinese Petroleum Corp., for $1,595,000. 

Senator Munpr. At that time, did the China International Founda- 
tion have the controlling stock in the Meacham Corp. ? 

Mr. Lerce. Yes. They had all of the stock in the Meacham Corp. 

Senator Munpr. At that time, did they also have the 85,000 voting 
shares of the United Tanker Corp. ? 

Mr. Leece. Yes, sir. 

Senator Munpr. What that chart actually means, then, is that the 
China International Foundation acquired from itself the steamship 
Meacham, because the stock of both corporations in this transaction 
was held by the China International Foundation. 

Mr. Leece. Through their holdings of all of the stock in the 
Meacham Corp., it might be said that it would certainly appear that 
they had the majority control in the Meacham Corp. 

Senator Munpr. According to these charts, the China International 
Foundation had all the voting stock of United Tanker, and also had 
the voting stock of Meacham. 

Now, this transaction, as to the preferred stock and the steamship 
Meacham, was a transferring from one drawer in the desk of the 
China International Foundation to another drawer in the same corpo- 
ration in the same office these equities and this ship belonged to. Is 
that not correct 4 

Mr. Lerce. I would say so. 

So that as of the present time, the stock in the United Tanker Corp. 
is held as follows: All of the common stock, 85,000 shares, is held 
by the China International Foundation. The preferred stock is held 
jointly by the Meacham Corp., which holds 11,750 shares, and the 
United Securities Corp., a Liberian corporation, which holds 3,550 
shares. 

Now, finally, we have indicated how it was that United acquired 
the use of the Meacham, Antelope Hills, and Kettleman Hills, through 
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their control of the stock of the National Tanker Corp., which in turn 
took with it the stock of Oceanic, Maritime, and Trans-World. 

During 1948, the United Tanker Corp, was also dealing with the 
American Viking Corp, and the Arctic Tanker Corp. I am not going 
to go intoa whole lot of detail on either of those cor porations, except 
to say that by the latter part of 1948, in the case of the Arctic Tanker 
Corp., and in the latter part of 1949 in the case of the American Viking 
Corp., United had secured the control of all the stock in both corpo- 
rations. With such control went the right to the use of three tankers. 
In the case of the American Viking, the St. Christopher, and the 
Destiny; and in the case of the Aretic Tanker Corp., the steamship 
N. uw London. 

During that period, all six tankers have been controlle d by United 
Tanker and have been operated for them by New York agents identi- 


fied to us as the firm of Sieling & Jarvis. That is spelled S-i-e-l-i-n-g 
& Jarvis. 

Mr. Fianacan. I think that just about explains at least the outline 
of the relationship of one corporation to another, and as far as this 


fourth chart is concerned, as I said previously, Mr. Wasson, who 
worked on the legal phases of many of these corporations, will be able 
to answer any detailed questions and give reasons for the fin: incing 
and operations that went on between these various corporations. 

Senator Munpr. Now, in order to recapitulate this, to see if I have 
it clear, you correct me if I am wrong. The controlling stock, the 
voting stock, and thereby the operating control, of the United Tanker 
Corp., is held by the China International Foundation. Thereby the 
China International Foundation, through its control of the ‘total 
amount of voting stock of United Tanker Corp., controls also the 
Meacham Corp., Arctic Tanker Corp., the American Viking Corp., and 
controls the use of the ships steamship Destiny, steamship St. Christo- 
phe r, steamship Ante lope ITills, steamship Meacham, and steamship 
Kettleman Hills? 

Mr. Lerce. The Aettleman Hills, Senator, was sold in January of 
last year. 

Senator Munpor. The Kett/eman Hills was sold, also the steamship 
New London. So that this whole formulation at the bottom of the 
page funnels through the control spot at the top of the chart, which is 
the China International Foundation ? 

Mr. Leece. That is right. 

Senator Nixon. How much preferred stock does China Interna- 
tional Foundation have in this whole operation ¢ 

Mr. Leecr. They have none in their own name. However, they hold 
all of the stock in the Meacham Corp. The Meacham Corp. in turn 
holds 11,750 shares of the preferred stock in United Tanker Corp. 

Senator Nixon. Now, the preferred stock, the stock in other words 
which must be retired before the common stock participates in any of 
the profits—incidentally, is that a correct statement as to the corporate 
set-up in this thing? 

Mr. Leece. I frankly am not in a position to give you any answer on 
that. 

Senator Nixon. Has China International Foundation realized any 
dividends from the common stock that it holds? 

Mr. Lerce. Yes. Between 1948 and 1951, they realized about $212,- 
000 dividends. 
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Senator Nrxon. From the common stock? 

Mr. Leece. From the common stock; yes. Most of that, as I under- 
stand it, Senator, was in 1951. 

Senator Nixon. And the preferred stock, except for the thousand 
shares which we find in the Meacham Corp., is all controlled directly 
by Chinese Nationalists; is that right? 

Mr. Lrrce. 11,000 shares is in the Meacham C orp. 

Senator Nixon. But the balance of the preferred stock ? 

Mr. Leecr. It is now held by the United Securities Corp., which is a 
Liberian corporation, all of the officers of which are Chinese nationals. 
Senator Nixon. Chinese citizens. And that is the situation now / 

Mr. Leece. As we understand it; yes. 

Senator Hory. Any further questions? 

Mr. Leece, I wish to commend you for the very splendid work 
done. I think I speak for the whole committee in saying that you 
have had a long and tedious task. It has been a very complicated mat- 
ter. I know that you spent several months in the investigation, but I 
think you have done a very thorough job. The committee feels in- 
debted to you for the work that you have done. 

Mr. Lerce. Thank you, Senator. 

Senator Hory. Before we recess, I want to read a letter from Ad- 
miral Cochrane, and this letter should appear in the permanent record 
at the close of his testimony. This is addressed to the chairman: 


FEBRUARY 19, 1952. 
Hon. CLybr R. Hoey, 
Chairman, Senate Investigations Subcommittee of the 
Committee on Pxrpenditures in the Executive Departments, U.S. Senate. 


My Dear SENATOR HOEY: During my testimony before your subeommittee with 
respect to tanker sales by the former Maritime Commission, the question was 
raised as to whether the sales of the five T-2 tankers to American Overseas 
Tanker Corp. under conditions which permitted the tankers to be registered 
under the flag of Panama, but required that title be retained by a United States 
citizen, were the only T-2 tankers sold with such a permission and restriction 
on title. I advised the general counsel of your subcommittee that I would have 
the record checked and would supplement my testimony on this point. 

The records of the former Commission show that on June 27, 1947, pursuant 
to an application filed on June 11, 1947, the sale of 20 T—2 type tankers to Over- 
seas Tankship Corp. was approved. This approval Belted for the transfer 
foreign of both title and registry of the tankers. 

Prior to the actual transfer of the title to all of the 20 tankers mentioned above, 
the Commission required Overseas Tankship Corp. to amend its purchase con 
tract, (MCc-60444) to provide that title to the last 8 of the tankers be taken in 
the name of a United States corporation. Pursuant to this addendum dated 
March 24, 1948, title was taken to the last eight tankers in the name of 
American Transport Co., organized under the laws of the State of Delaware, as 
an affiliate of Overseas Tankship Corp. The ships were registered under the 
Panamanian flag. 

An examination of the records of the Commission indicates that these eight 
tankers, together with the five sold American Overseas Tanker Corp., were the 
only T-2 tankers sold by the Maritime Commission under the Merchant Ship 
Sales Act where title was to be taken in a United States citizen corporation but 
where permission was given for the ships to be registered under Panamanian 
flag. 

If I can be of any further assistance to your subcommittee, please do not hesi- 
tate to call on me. 

Sincerely yours, 
E. L, CocHRANE, Chairman. 
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This will be placed in the record at the end of the admiral’s testi- 
mony of yesterday. 
The committee will recess until 2 : 30. 
(Whereupon, at 12:27 p. m., a recess was taken until 2:30 p. m., 
this same day.) 
AFTERNOON SESSION 


The hearing was resumed at 2:30 p. m., upon the expiration of the 
recess. 

cee Hory. The committee will come to order. 

Mr. Casey, will you stand, please? Do you solemnly swear that 
the Aaa eat you give in this hearing shall. be the truth, the whole 
truth, and nothing but the truth, so help you God / 

Mr. Casry. I do. 

Senator Hory. Now, Mr. Casey, would you rather make your pre- 
pared statement without any interruption and then have us ask ques- 
tions, or what would you prefer? 


TESTIMONY OF JOSEPH CASEY, LAWYER, WASHINGTON, D. C., 
ACCOMPANIED BY JAMES LAWRENCE FLY, LAWYER, NEW YORK, 
mB. YT. 


Mr. Casey. Mr. Chairman, I have no formal prepared statement, 
but I would like to make a brief statement, and I don’t mind being 
interrupted. 

Senator Hory. Give your name and address to the reporter, please. 

Mr. Casry. My name is Joseph Casey. My address is 4763 Indian, 
Lane, Washington, D.C. Lam a lawyer, and my office is at 1025 Con- 
necticut Avenue, Washington, D. C. 

Senator Hory. Mr. Casey, I thought if you had a prepared state- 
ment you could go ahead and read it; but since you have not, I will 
wait a few moments to see if any other members of the committee are 
coming in, before we start. 

( Brief recess. ) 

Senator Hory. Mr. Casey, is your attorney with you? 

Mr. Casry. Yes; Mr. James Lawrence Fly. 

Senator Hory. Will you give your name to the reporter, Mr. Fly, 
and your address, please / 

Mr. Fry. That has been done, Mr. ee 

Senator Hory. You may proceed, Mr. Casey. 

Mr. Casey. Mr. Chairman and Senator, this entire transaction is 
a complicated and intricate one. I appreciate that that is an under- 
statement, and I want to say now, at the outset, that I think that Mr. 
Flanagan and Mr. Leece have performed a remarkably splendid 
workmanlike job in getting at all of these facts and in presenting them 
in such a clear manner. And the fact that it is intricate and compli- 
cated redounds all the more to their credit. 

It involves $10 million. I submit that any transaction that involves 
$10 million is more or less complicated. If it were putting together an 
association of stores in America, it would be complicated. But when 
the transaction involves shipping and the utilization of tankers that 
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operate on oceans, and you are in the international field of trade, then 
the transaction becomes more complicated; and invariably in such a 
transaction you are bound to run into citizens of other countries, be- 
cause it is international trade, because it is ocean-borne commerce. 

And while I have observed no raising of eyebrows on the part of 
the committee, I would be less than frank if I stated that I did not 
catch somewhere in the room the atmosphere of a raised eyebrow at 
the mention of Chinese or Greeks or British citizens. 

I would like to make a point, first of all, about the money invested. 
I know that is more interesting reading, and I know that ‘the people 
who report for newspapers appreciate it is more interesting reading, 
if you say there is a hundred thousand involved here, and out of that 
comes $3,000,000. _ But I think I ought to emphasize, and the com- 
mittee has brought out, that there is a loan here of almost $10,000,000. 

The chief virtue that this group had was not the hundred thousand 
dollars, was not that amount that came from their pocket and was 
put into the company. That is comparatively insignificant. The vir- 
tue they had was their ability to borrow $10,000,000. And if it were 
reported, as I think it might be—maybe I will be asking too much, be- 
cause you gentlemen have nothing to do with the reporting of these 
matters—but if it were reported that $10,000,000 purchased these ships, 
that the Government got $10,000,000, and that vou couldn’t purchase 
them with $100,000, that you had to have $10,000,000 to buy these five 
T-2 tankers, and that after 214 years that $10,000,000 made a profit of 
$2,800,000, then I don’t think it would have been so newsworthy, but I 
think I have a right to emphasize that $2,800,000 on $10,000,000 over 
a period of 214 years is a little over 10 percent per year. It is not 
unusual in the shipping business if you are fortunate. 

Now, this group had the ability to borrow money, to borrow $10,- 
000,000, not from a governmental agency, not from the RFC, but from 
a company in private enterprise. And may I say, from the biggest 
insurance company in the world, the Metropolitan Life Insurance Co. 

I don’t think it is asking too much to go along with the idea that 
Metropolitan Life Insurance Co. is a company of repute, a company 
that is run almost likea church. You have got to come to them with a 
proposition of merit. You have got to come to them as an applicant of 
character and reputation, or else you can’t get a loan. 

The other company involved was the Standard Oil of New Jersey. 
The Standard Oil of New Jersey in the largest oil company in the 
world. 

Now, I mentioned these two companies, because I think there ought 
to flow from the mention of these two companies who were involved 
a rather natural presumption that in their respective fields they do 
business in a correct manner. 

My associates, may I point out, were men of reputation and men of 
character, at least up until this transaction got such wide publicity. 
If you can get together associates of the ability and of the repu- 
tation of the late Mr. Stettinius, who was a, president of United 
States Steel, of Admiral Halsey, beloved war leader and hero, of 
Julius Holmes, a general in the last war, now minister to London, 
Stanley Klein, a financial man of splendid reputation in New York, 
and if you could also get one of the oldest and most experienced ship- 
ping companies in the business, the Marine Transport Co., associated 
with you, and if you can get the Standard Oil Co. of New Jersey to 
charter and the Metropolit: in Co. to loan, then, you need something 
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in addition. You need luck. But if you have all of those things, in- 
cluding good luck, you are apt to make money. And that is the ex- 
plan: ition of how this transaction made money. 

It is interesting to note, and I don’t say this disparagingly about any 
particular newspaper or generally any newspaper, but there is one 
newspaper in this country, and I think there is only one, and my 
source of information is that Fortune magazine came out in its recent 
issue speaking about newspapers, and st: ited that the only newspaper 
designed exclusively for businessmen, the only newspaper written in 
a business-like way for business readers, is the Journal of Commerce. 
There are some others that are concerned with business, but they also 
are concerned with general news. But there is a ne wspaper which is 
a business newspaper designed for business readers and presumably 
one that understands business, because it has experts connected with 
it who understand transactions even as intricate as this one. And that 
newspaper has printed fairly and accurately and has editorialized 
favor ably, on this transaction, and I rather treasure it among my 
souvenirs that a newspaper has done that. 

But I also am happy that the one newspaper that is w ritten ex- 
clusively for business readers and that presumably should know about 
the business transaction had editorialized favorably. I am going to 
read one line from its editorial, back on April 6, 1951, where it says: 

Where profits were made on the resale of Government ships, the reason is more 
to be found in market changes than in Government pricing policies. 

I think that that is correct. Because there was no profit made by 
virtue of getting any advantage in pricing from the Maritime Com- 
mission. 

As Admiral Cochrane has stated in his report, the price on these 
ships was fixed by Congress. It wasa statutory price. The Maritime 
Commission did not have discretion to mark them up or down. And 
incidentally, the price on the tankers was 8714 percent of its postwar 
domestic cost, less depreciation. That was the highest price placed 
on any surplus goods that the Government had for sale. So that the 
profits that have been discussed could not have been made by virtue 
of bargain prices, as some papers called them, because there were no 
bargain prices. 

In passing, I was happy to note that the committee brought out, o1 
I think it was counsel that brought out, when Admiral Cochrane was 
testifying, that the fact that these ships sold for a million-five and 
slightly less than a million-six, the general average, was due to the 

fact that these ships were older than the other ships, and therefore each 
year of depreciation made their price lower. 

We would have been much happier with newer ships, but we did't 
receive any favor from the Maritime Commission with respect to these 
ships. 

We submitted a list, when we were allocated 5 ships with Pana- 
manian registry—we submitted a list of 15 ships from which our five 
could be selected. It was very important, we thought, that we get 
these 5 from the 15 we submitted. There was a great difference in the 
yards in which they were built, the type of engines, etc., and we knew 
that our people, Marine Transport Co., knew about those 15. But we 
got none of them. 

What we got was the ragtag and bobtail at the end. That is why 
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the price is lower; because there was more years of depreciation on 
them. And that was the only reason. 

I want to bring out that we didn’t make any profit here by 
virtue of getting ships at cut prices; that it was the Congress that 
put the prices on the ships, that it was the same to all comers, that we 
paid cash for the ships, that that cash was not borrowed from any 
governmental agency, and that there was no preference of any sort 
given to us in the purchase of the ships. 

Now, if I may, I should like to try and create the background against 
which we purchased these ships. 

If you go back to 1947, you will find that there was under discussion 
before the Merchant Marine and Fisheries Committee. House of 
Representatives, in the spring of 1947, the proposal to continue the 
Ship Sales Act 

Now, at that time, the Ship Sales Act had been in effect for over 
a year. These tankers were not selling. In fact, here was the Mari- 
time Commission, with 390 T-2 tankers, and here was the Ship Sales 
Act, that had among other things the purpose of selling these t: ankers. 
In 1947, the year in which we bought them, the Maritime Commission 
was having great difficulty disposing of them. In fact, 9 months after 
the Ship Sales Act, only 36 had been sold to United States citizens for 
American flag operation, and there were no pending applications. 

Nine months after the ‘y were offered for sale, the ‘vy had sold only 36 
out of 390. The situation was so desperate that in May and June of 

1947 this House Committee on Merchant Marine and Fisheries of the 
Kightieth Congress held hearings, and the members of the committee 
asked, “Why can’t you sell these ships?”; asked of the Maritime 
Commission that question, and brought down experts from the oil 
industry. And it became a settled conclusion at that time, and I refer 
to page 365 of those hearings, where Chairman Weichel says: 

With reference to the petroleum industry, so far as domestic needs are con- 
cerned, the industry has all the tankers it needs, and it does not want to buy 
any more; is that not true? 

Admiral Smith said: 

That is true. 

Chairman Weichel said : 

So that the only need for tankers, if there is a need, is in the world-wide 
trade? 

So that if you go back to the time when we made our application, 
which was August 1947, you come to a time when there was difficulty 
dispesing of them. 

And with respect to speculation—and, Senator, I don’t mind the 
term “speculation.” I don’t know what some of these companies 
might think of it, but I don’t mind the term “speculation.” I think 
speculation is an investment in which you take a risk. But I don’t 
know of any great profits prior to our application, so that if it was 
speculation it was not speculation following an example of great 
profits, but it was a first hand pioneering ‘specul: ition, in August 
1947, when we made our application. 

We came to the conclusion that we hade to apply for ships in world- 
wide trade, that we could not utilize ships in coastal trade, ships of 
American registry and American flag. They were oversubscribed, ac- 
cording to the testimony before this committee, by 120 percent. It was 
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well understood that there was a petroleum crisis world-wide, and that 
the place that ships might be utilized was in a world-wide market. 
And there was a great feeling that probably all of these ‘T-2’s after 
the American markets had been supplied should have been sold to 
foreigners. ‘They had depleted their fleet in the war, and that was 
where the need was. 

But as Chairman Weichel of that committee pointed out, the Navy 
had some misgivings. The misgivings the Navy had was that if you 
sold them ¢ ompletely to foreigners, you wouldn't be able to get any of 
them back in time of emergency. And so, this committee, discuss- 
ing these things, said—and ‘T would like to quote; it is a very brief 
passage between Mr. Howard, who was chairman of the maritimy 
division of Standard Oil of New Jersey and Chairman Weichel 
of that committee, back in 1947. Chairman Weichel said: 

What I am trying to get at is that if it could be arranged for that kind of a 
sale and operation by American capital, would the American capital have con- 
trol of those ships even though they were in foreign operation? 

Mr. Howarp. I think that would probably be. I am not an international 
lawyer. 

Mr. Weicner. If you could use Panamanian? 

Mr. Howarp. We do use Panamanian. You probably know that 

Mr, Weicnet. We have heard about it. But if they could be put under a 
flag whereby you could get them in time of emergency and deliver them back 
for use in time of emergency, that might answer what the Navy has to say with 
reference to security and stopping sale on foreign tankers. 

Mr. Howarp. I think I can say this to you. I think you are correct, par- 
ticularly where Panama is so close to our country, and with the same currency, 
and right next to the Canal. We could always anticipate them as an ally. 


He then continues and says: 


We had 20 large tankers when World War II broke out. The day the Mar 
time Commission requisitioned American vessels, we offered that fleet on the 
sale terms and conditions, and they ran the fleet through the war as if they were 
American-flag ships. 


And Mr. Weichel said: 


That kind of a proposition, if it could be worked out, and it evidently could, 
would answer the question with reference to the Navy as to security, because you 
still could get control of them, and at the same time we would absolutely dis 
pose of the tankers. 

Now, that is the pattern that had been followed prior to our applica- 
tion, and in fact Admiral Cochrane testified that in 1947, during the 
summer of 1947, 64 T-2 tankers were sold to United States citizens for 
the transfer of both title and registry to Panama. 

We were following in the footsteps of those 64 tankers that had 
been sold to American citizens for the transfer of both title and reg- 
istry to Panama. When we filed our application, in August, this was 
nothing new for the Commission, because they had not only sold 64 of 
these tankers to American citizens for Panamanian ownership and 
Panamanian registration, but they had sold 150 or, at least, allocated 
150 T-2 tankers to noncitizens. And incidentally, I understand that 
many of those were bought on time, probably financed by American 
taxpayers’ money. They were bought at the same price, too, at which 
we got ours and we paid cash for them. 

But what we were trying to do was to follow the 64 ships that 
were under Panamanian ownership and registry. And we expected 
the same treatment. 
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True, we were in this transaction to make a profit: That was our 
purpose under the free-enterprise system, to make a profit. We felt, 
and we still feel, that in the free-enterprise system profit is still the 
lifeblood of trade and the motive of the free-enterprise system. But 
we also had a feeling—it may sound strange at this particular time in 
view of the success of this thing—that we were performing a service, 
a real public service. Because at that time, the Maritime Commission 
couldn’t sell the tankers, and at that time it was stated that in order 
to get security for the tankers, the best way was for American citizens 
to own a Panamanian company that would both own and register them 
under the Panamanian flag. 

Now, to our great surprise, we found that after our application— 
and bear in mind that these 64 had been going out prior to our applhi- 

cation to American citizens under Panamanian registration and 
Pisstienins ownership—to our great surprise we found out, after 
our application, that the Commission—and I think this was some time 
in September of 1947, while our application was August 27—had 
decided to sell no ships for foreign registry, and that we were not to be 
treated in the same manner that those citizens who had received the 64 
ships for Panamanian ownership and Panamanian registry. So, on 
September 27, 1947, we filed an amendment changing only the foreign 
ownership plan. Now, on September 19, 1947, the Commission ap- 
proved the sale of five tankers to American Overseas Corp. for 
Panamanian registry. 

Mr. Fuanacan. Mr. Casey, could I ask a question at this point? 

Mr. Casey. Yes. 

Mr. FLanaGan. You indicated that you filed an amendment to your 
eriginal application on September 17, in which you ask now that ‘title 
be taken in an American corporation, but that flag be left Panama. 

Mr. Casey. That is right. 

Mr. Fuanacan. I believe the records will show that the amendment 
to your original application came into the Commission within a mat- 
ter of 20 minutes or under an hour, anyway, after the Commission had 
formally decided to change its policy. 

Did you or did anyone in your group have knowledge of the fact 
that the Commission was going to change its policy at that meeting on 
the 17th? 

Mr. Casry. Well, if I may, I would rather not answer it “Yes” or 
“No,” but explain. 

Mr. Fuanacan. Go ahead. 

Mr. Casry. Up until this time, the date when we changed our appli- 

cation to American ownership, and filed this amendment, there had 
been a deadlock down there in the matter of selling ships. The Com- 
mission, I don’t think, had sold any ships around this time. And let 
me say that the Commission was not a group of men who sit around 
as you Senators sit here ina committee. They were in their respective 
offices. The corridors had all of these applicants, who were going in 
and out of various Commissioners’ offices and trying to pe wsuade the 
Commission to sell them ships. This was in September. Because 
there had been a change in the market, I may say, about this time. 

Mr. Fianacan. In other words, the situation at the Commission at 
that time was that men such as yourself who had applications or were 
seeking allocations of ships usually didn’t appear before the Com- 
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mission as a group but would go in and out of the individual com- 
missioners’ offices and present your facts and claims? 

Mr. Casey. That is correct. 

And we knew and practically everybody knew who was down there 
seeking ships—and their applications were also foreign—that the 
Commission had taken a stand before they ever formalized this stand. 

And we were the first to file our concession, our compromise, that 
we were taking American-owned. The others were foreign-owned 
and foreign-registered. 

Mr. FuanaGan. As a matter of fact, as I said before, your amended 
application, your amendment No. 1, came in, I believe, 20 minutes 
after the committee had nay decided on the new policy. Now, 
that amendment, I believe, was signed by yourself. Did you prepare 
that amendment before a committee formally met ? 

Mr. Casey. I have no memory of that. 

Mr. Franacan. Who prepared the amendment / 

Mr. Casry. I think I did. 

Mr. FLanaGan. You actually prepared it yourself. But you can’t 
remember whether you prepared it before they met or shortly after 
they met ? 

Mr. Casry. No; I can’t. I don’t remember when it was. 

But I have, rather, the memory that that amendment was welcomed 
by the Commission. It was welcomed because it broke the deadlock. 

And after we had filed our amendment, I rather thought that the 
Commission, in a spirit of gratefulness that the deadlock and the log 
jam against the sale of tankers was broken, acted as a re sult of that. 

Mr. FLAnaGan. On that very point, was it you individually, or 
who was it, that conceived the idea of taking title in United States 
flag and Panama‘ In other words, this was an innovation. You had 
the first application, the first amendment under that new theory. Was 
it you, or who was it, that conceived that nenny ¢ 

Mr. Casey. Mr. Flanagan, I think it was I, and I had in mind, 
only the fact that I knew the eee attitude at this time 
against foreign ownership and foreign registration, and | wanted 
to stick as closely as I could to the original application, so I de- 
viated only in making that concession of American owne rship. 

Mr. Fuanacan. Who was working with you at this time, Mr. 
Casey, in connection with your contacts at the Commission in the 
preparation of these applications and amendments to your application ¢ 

Mr. Casey. Mr. Robert Dudley, who was my brother-in-law, and 
a lawyer here. He worked for the firm of Goodwin. Rosenbaum, 
Meacham, and Mr. John Courtney and myself. 

Mr. Fuanacan. Was Mr. Joseph Rosenbaum assisting you in any 
way at that time? 

Mr. Casey. Before the Commission ? 

Mr. FuanaGan. In any way in connection with your tanker trans- 
actions? And I am speaking of September 18 and before, of 1947. 

Mr. Casey. I don’t think ‘that he was working in any way with 
us with respect to obtaining ships from the Maritime Commission, on 
applications or amendments of that sort. 

[ think that I had discussed with him early in the spring of 1947 
this question of obtaining ships or attempting to obtain ships and get- 
ting charters and loans, but I don’t think he had anything to do with 
this amendment. 
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Mr. Fiawacan. I don’t want to interrupt your train of thought here, 


but while we are at this point, we could cover these two or three 
matters. 

Who was it who conceived the idea of obtaining Government-owned 
tankers and arranging the type of financial assistance you did get from 
the insurance company by signing your charter hire after you would 
get the charters from the insurance company? Who conceived this 
idea ? 

Mr. Casey. It never sprang full grown from any one mind, but 
the first time I ever heard of it was from Robert Dudley, who was 
an attorney here and who was my brother-in-law. 

And he had been working on some ship applications for the firm of 
Goodwin, Rosenbaum, and Meacham early in 1947. 

Mr. Franacan. And he just planted the idea in your mind that it 
could be handled in this fashion if you could get the proper financing 
and sig? proper chartering arrangement ¢ 

Mr. Casry. That is correct. The idea was there, but the imple- 
mentation of it was something else again. 

Mr. Fuanacan. When did your original partners, as we will call 
them for the time being, get into this thing, namely, E. Stanley Klein 
and Julius Holmes ? 

Mr. Casry. I think in early August, possibly the latter part of 

July, I talked to Julius Holmes. He, at that time, was an office as- 
sociate of mine at 1025 Connecticut Avenue. And it was he who made 
the suggestion that we contact Mr. Stettinius, who was well known to 
Mr. Holmes. 

And I think we went to New York to meet Mr. Stettinius, in early 
August 1947. I don’t remember the exact date. We had a meeting 
with him there in his office. I think Mr. Stettinius brought Mr. Klein 
to listen to the proposition. And there was a great deal of discussion 
about banks and where we would borrow the money, and charters, and 
different oil companies. It was decided that we would get Marine 
‘Transport. And we heard about Marine Transport from some mutual 
friend of Marine Transport and Mr. Stettinius. And so they later 
came into the company after Mr. Holmes, Mr. Stettinius, and Mr. 
Klein. 

Mr. FLaAnacan. I notice that when you first organized American 
Overseas Tanker Corp., in the latter part of August 1947, the first 300 
shares that were issued: a hundred shares to yourself, to Klein, and to 
Holmes. And you indicated now that Mr. Stettinius was already one 
of the group. 

Can you explain why, or why not, Mr. Stettinius didn’t take any 
of the stock in the beginning! In other words, you and your two 
associates held all the stock. My. Stettinius at this point didn’t hold 
any. 

Mr. Casey. Well, we were merely the incorporators for the pur- 
pose of getting it off the ground. And you need three incorporators. 
There was nothing up the sleeve about it. In fact, I think, had we 
been thinking of influencing anybody with a big name, we would 
have put Mr. Stettinius down there. But we just put three incor- 
porators in order to start the company off. Later, I think we issued 
more stock, and the others came in. 

Mr. FLranaGan. We will get to that later. 
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The committee isn’t inferring that there would be anything wrong 
with a situation like that, but we want the record very clear as to 
why one of the four partners was not in at the very beginning. 

Go ahead now. Do you My ave more to say ¢ 

One other question, Mr. Casey. I hate to keep interrupting. At 
that time, in August and aoe: 1947, was Mr. Dudley counsel 
for you, or for AOTC? 

Mr. ideas In August 19477 

Mr. FLANAGAN. Or September. In August or September 1947, was 
Dudley then an attorney for you? 

Mr. Casry. I think that is right. 

Mr. FLanacGan. For the corporation ¢ 

Mr. Casey. Yes. I think that is right. 

I don’t know that I have anything more to say generally. I have 
confined myself to American Overseas and its five tankers, in the 
interests of trying to keep these separate. Except that I would like 
to state at this time that American Overseas and Greenwich and 
National were the three corpor ations in which the Casey group had 
interests. Then there were Trans-World and Oceanic, that were 
merely corporations as an outgrowth of National, in order to bank 
separately the three tankers. That is, National had one tanker, Trans- 
World had another, and Oceanic had a third, but they were all owned 
by National stock. After United came into the picture and completed 
the option and picked up the purchase of these ships, the last. payment 
was January 1949, then the so-called Casey group was ended, w ith this 
transaction. 

Senator Munpr. Does that mean with the $450,000 payment that 
vas referred to this morning, that was the end of the Casey group 4 

Mr. Casey. That is correct. 

Senator Munpr. That was January 1949? 

Mr. Casey. That was the last payment, in January 1949. 

Mr. Fuanacan. Mr. Casey, who conceived the idea of setting up 
the Greenwich Marine Corp. ? 

Mr. Casry. I think the Marine Transport Co. men conceived that 
idea. 

Mr. FianacGan. Did you have any discussions with the Marine 
Transport group at that time with regard to the setting up of Green- 
wich Marine? 

Mr. Casry. Not that I recall. 

Mr. FranaGan. When did you first find out that there was such a 
corporation as Greenwich Marine, and that you were going to become 
one of the stockholders in that corporation ? 

Mr. Casry. Well, it is hard to place the time. I should say I think 
I may have found out after I filed this amendment, because I was in 
constant touch with these men up in New York. 

Mr. Franacan. That would be the amendment of September 18, 
that was approved on the 18th? 

Mr. Casry. Yes. And I think I filed that amendment by trying to 
keep as close to the original idea as possible, only deviating w ‘ith the 
ownership. And then, reasoning logically now, I undoubtedly talked 
to tlg@se men in New York who knew about charters and who knew 
about Panamanian registration. So I probably learned shortly after 
that. 
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Mr. Franacan. Did the Marine Transport group or any member of 
that group tell you why they were setting up Greenw ich Marine and 
were going to make it an afliliate of American Overseas? 

Mr. Casey. I haven't got a distinct memory of their telling me what 
they said, but again I think that they did that to conform to this 
amendment. 

Mr. Fiuanacan. To conform to what amendment ? 

Mr. Casry. To the amendment changing the ownership to American. 

May I expand on that? 

Mr. Fianacan. Sure. : 

Mr. Casry. Well, in my mind at that time—and I don’t know 
whether it is true or not, still—there were great misgivings about this 
changing the amendment to American ownership, this deviation from 
the 64 other tankers that had gone to American citizens for Pana- 
manian ownership as well as Panamanian registration, great mis- 
givings in changing that pattern, and I only changed it because I felt 
it was useless to pursue before the Maritime Commission that same 
pattern of Panamanian ownership and Panamanian registration. 
That is the only reason, I think, that I filed that amendment. 

But after filing that amendment, then confronting me—I can’t speak 
for others—but confronting me, at least, at that time was the prospect, 
the great doubt, as to w hether or not you could register a Panamanian 
ship having American ownership. In other words, once you put the 
flag of Panama or any foreign country on your ship, that country has 
a right to demand that the ownership of the ship be the same nation- 
ality even though the stock in that corporation that owns the ship is 
different. And so here, we had tankers that were 5 years old. We knew 
that in the shipping business, the life expectancy was 20 years. And I 
thought that it would facilitate the registration in Panama if for 
the rest of the life expectancy of these tankers we had a charter of 15 
years. 

Mr. Franacan. Let’s see if we get this straight, then. 

Prior to the filing of your amendment on ‘September 18, is it your 
present recollection ‘that the Marine Operating group, or the Marine 
Transport group with whom you were going to be associated, sug- 
gested the idea of setting up the Greenwich Corp., a Panamanian 
corporation, in order that they could take title of those ships? Is 
that right? 

Mr. Casey. I think that was true, yes. 

Mr. Fianacan. In the event that your original application was 
approved ? , 

Mr. Casry. That is correct. 

Mr. Fianacan. Now, comes the 18th of September, and you then 
find out that you can take the title in the United States corporation 
and put the flag in the Panamanian Government ? 

Mr. Casey. May I interrupt there? 

Mr. Franaaan. Yes. 

Mr. Casey. I don’t think I found out that you could take the flag 
and Panamanian title in the American Government. Oh, you mean 
before the Commission ? 

Mr. Fianacan. Yes. The Commission said to you on the 18thg*We 
will allocate you five ships to take the title in AOTC and register the 
flag Panamanian.” 

Mr. Casey. That is right. 
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Mr. Fianacan. Now, my question is, and this we want to clarify 
What reason now were you going to use the Greenwich Corp.? W cS 
were you going to use it now! Because the title was going to remain 
in the United States corporation. 

Mr. Casey. I am sure there will be witnesses here from Marine 
Transport who can probably give you a clearer idea. But being a 
witness, and being asked this. question, I thought, and I had read 
testimony on it, that you could not register these ships under the 
Panamanian flag if you had American ownership. 

Mr. Fuanacan. Then what did you intend to do? You couldn't 
transfer the ownership Panamanian. 

Mr. Casry. Couldn't transfer the ownership Panamanian. There- 
fore, to make it a more salable proposition to the Panamanian Gov- 
ernment, you had a long-term charter for the lifetime expectancy, the 
remaining lifetime expectancy, of 15 years. 

Mr. Franacan. That was your own legal theory ? 

Mr. Caskey. That is right. That is right. 

Mr. Firanacan. Did you check the law on that theory, Mr. Casey 

Mr. Casey. I didn’t check it, because I had read Mr. Howard's testi- 
mony, and he had stated that. 

Mr. Frianagan. Did you discuss that theory of yours with the 
Marine Operating group, who were experienced marine operators, 
and being so, I would assume, would know that that is not a fact, 
that that is not the law? 

Mr. Casey. I think I had a discussion with them, because I have a 
memory of their being very greatly surprised, later on, when they 
found out, much later on, that the registration in Panama was under 
American Overseas rather than under Greenwich. That is what makes 
me think I had that discussion. 

Mr. Fianacan. You mean at the beginning the Marine Operating 
group didn’t know who held title to these vessels? 

Mr. Casry. There was a doubt in their minds. 

Mr. Fuanacan. Did you know where the title was? 

Mr. Casry. I was surprised to find that the title was in American 
Overseas. 

Mr. Fianacan. Did anyone know where the title was? 

Mr. Casry. Well undoubtedly, the Vv did, ves. 

Mr. Franacan. Well, who was it? Somebody in your outfit must 
have known it. 

Mr. Casey. Well, they did. 

Mr. Fuanacan. Who would it be? You didn’t know. You didn’t 
think Marine Transport knew. Who would have known that AOTC 
held title to these ships ? 

Mr. Casey. We knew that AOTC had title to the ships, but there 
was some doubt in the minds of some of the men at Marine Transport, 
when I asked them which company had the Panamanian registration, 
and they looked it up. I think it was Mr. Hawthorne who looked it 
up, and it greatly surprised him to find that the registration under 
Panama was not Greenwich Marine but was American Overseas, an 
American company. 

Mr. Fuanacan. I am not admiralty expert, but it would just seem 
very reasonable that if the title of a ship was in an American cor- 
poration you wouldn’t have the registry in some other corporation. 
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The flag follows the ship, and the ship follows the title; isn’t that a 
fair statement of the law? 

Mr. Casey. Well, I can only say—and I will find it for you later 
on—that Mr. Howard, head of the Standard Oil Co. marine division, 
the Standard Oil Co. of New Jersey, shipping division, had stated in 
here, and I will find it for the committee, at least twice, that you can’t 
register a ship under foreign flag unless you also have a corporation 
that is a citizen of that fore ign flag. And if such an eminent author- 
itv had that idea—— 

Mr. Fuanacan. It turned out that that wasn’t true, didn’t it / 

Mr. Casey. I think it turned out that that wasn’t true. 

Mr. Fuanacan. Back again to Greenwich Marine, in the fall, the 
summer or fall, of 1947, or any time thereafter, did you ever have any 
discussions or were you present when any discussions were had con- 
cerning the fact that Greenwich Marine ought to be set up with the 
purpose of avoiding taxes or escaping Federal taxes / 

Mr. Casry. No. 

Mr. Fianacan. Did that question ever come up to your group! 

Mr. Casry. Not in my presence. 

Mr. Fuanacan. Did you know that it was discussed among your 
group, that it might be advantageous tax-wise to have a Greenwich, 
or a Panamanian corporation to which these charter rates could flow ? 

Mr. Casey. I didn’t have it in mind. I did have very much in 
mind, and that is why I was trying to conform as nearly as possible 
to the original pattern of the Panamanian ownership and Panamanian 
registration, that the only place these ships could be utilized was in 
international trade, and that there you had competition from other 
nationalities. And in fact the Maritime Commission had put 150 
of these ships in the hands of foreigners who would be competing 
against you. And there you had a great difference as to cost—inspec- 
tion, labor, return to home ports, and everything else. 

So that there was a great disparity in the cost of operation of the 
foreign ship and an American ship. I think that was the main 
purpose. 

Mr. Franacan. That is a pretty well-known fact, that you can op- 
erate a ship much cheaper under Panamanian or any foreign registra- 
tion than you can under American flag ? 

Mr. Casry. That is right. 

Mr. Fuanacan. And that is taken into consideration by many ship- 
ping companies. But my question was this: Did any of your group, 
any one of them, ever have any discussions about setting up or using 
this Panamanian corporation, namely, Greenwich Marine, for the 
purpose of escaping United States taxes / 

Mr. Casey. Not in my presence, or not that I can remember. 

Mr. FuanaGcan. You don’t recall any such discussions were had ¢ 

Mr. Casry. No. 

Senator Nixon. As far as the effect was concerned, was it more 
advant: ageous to hi ave it set up that way, taxwise, would you say ? 

Mr. Casey. Oh, I thik that undoubtedly it was. 

Mr. Franacan. Mr. Fanz was associated with your group at that 
time, was he not? 

Mr. Casey. Mr. Franz was; yes. 

Mr. Fuanacan. What is his first name ? 

Mr. Casey. Daniel. 
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Mr. Fianacan. Mr. Daniel Franz, F-r-a-n-z. Mr. Franz is a New 
York attorney and tax consultant, is he not / 

Mr. Casey. That is right. 

Mr. FLranacan. When did ACTC hire Mr. Franz? 

Mr. Casey. That I don’t know. Mr. Franz, I think, was associated 
with Marine Transport or at least had worked with them on previous 
matters. And they had discussed this matter with him. but as to 
when he went on ACTC payroll, I don’t remember. 

Mr. FLanacGan. Were you consulted before he was placed on the 
payroll ? 

Mr. Casry. No. 

Mr. Fiuanacan. Do you know the reason that he was hired ? 

Mr. Casty. No. IT can give vou my thought. My reaction was 
that he was hired as an expert in these transactions, having been with 
Marine ‘Travsport on some similar transaction previously. 

Mr. FranaGan. You mean on the problem of charterin 
that why he was hired ¢ 

Mr. Casey. I don’t know. I think it was probably on the problem 
of chartering, financing, and all these other problems. 

Mr. FuanaGan. Do you now know whether he consulted with any 
of your group on tax matters / 

Mr. Casey. I know that he did. 

Mr. Fuanacan. Back at the time that vou were organizing this 
system whereby you would charter and subcharter through this 
Panamanian corporation, you now recollect that Mr. Franz was 
consulted 4 

Mr. Casey. I know now. 

Mr. Fuanacan. You know now that he was consulted in connection 
with the tax problem involved here / 

Mr. Casey. I think that is right. 

Mr. FranaGan. Tell us what you know about that. 

Mr. Casry. Well, it is very little, because it was up in New York, 
the business office of this corporation, that the chartering and the 
financing was taken care of. I was here in Washington. I knew 
very, very little, and I am trying to remember now what little I did 
know about it. I think I was vague up until the time I started to pre- 
pare for these hearings before this committee. 

Mr. FiranaGan. You did know or you do know now, Mr. Casey ? 

Mr. Casey. That is right, I know now. 

Mr. Fuanacan. That if the charter hire that was paid by Panama 
Transport, namely $2.20 deadweight ton per month, had been paid 
directly into AOTC, that you would have had to pay certain United 
States taxes ¢ 

Mr. Casry. No; I don’t know that yet. 

Mr. Franacan. You do not know that yet ? 

Mr. Casry. No; and may I explain? 

Mr. FLanaGcan. Yes: go ahead. 

Mr. Casey. I mean I don’t want to interrupt your questions. 

Had American Overseas been able to charter these vessels directly 
to Panama Transport, which was a Panamanian subsidiary of Stand- 
ard Oil of New Jersey, we would still have had to pay the interest 
on that loan. 

Mr. Fianacan. The loan from Metropolitan ? 
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Mr. Casey. Three percent, which would be $300,000. We would 
have had a depreciation of 5 percent of $10 million, which would 
have been about $500,000. I had almost forgotten this point. I 
think you will notice in Admiral Cochrane’s report where he has these 
ships listed that on those Panamanian registered ships we got no 
class allowance. Now, we contended that we were American citizens 
and as American citizens and citizen ownership we were entitled 
to class allowance because I think the statute talks about type of 
ownership pe than registration. But we were thrown down in 
the form of a premium which we had to pay by virtue of getting 
Panamanian registration. So we received no class allowance; prob- 
ably the only American citizen ownership to receive no class allowance. 
That amounted to over $500,000 which also had been a deduction. 

Now, in line with this proposition, we had made a 15 year charter 
agreement with our own Panamanian corporation, the Greenwich 
Marine Corp., at 88 cents per ton per month. That laid the basis 
for foreign-flag operation. 

I think it has been pointed out you cannot have a long-time foreign- 
flag operation unless you have a long-time control, foreign control. 

Mr. Fuanacan. That has not been pointed out. That was your 
theory ? 

Mr. Casey. My theory. I don’t think the committee adopted it, 
but that was our thought. The price of 88 cents was in accord with 
the then going rate of 15-year charters. 

The 5-year charter was $2.20, The 10-year charter at the prevailing 
price was $1.20 per ton, and the 15-year charter was 88 cents per ton, 
which was a pretty good rate for 15 years. 

These rates that were set up were an explicit admission that 10-years 
were generally deemed to represent the remaining efficient life of : 
tanker. We knew that a 5-year charter was a prerequisit of adequ: ma 
financing. 

What I was looking for, I had set forth on some page here the 
various costs that were deductible taxwise because I think you would 
ask that, had American Overseas chartered directly to Panama Trans- 
port, wouldn’t we have had to pay taxes, and to conclude that, if you 
take the depreciation, which is deductible, of 5 percent, roughly of 
$10 million, you have $500,000. With the interest, which was $300,000, 
which was $800,000, and deductible over some period of years, of 
$550,000 of class A allowance which was not allowed, I seriously doubt 
there would have been any taxes at least during the period of time we 
held it. 

Mr. FLAnaGan. a income on the fleet, as the record shows, I 
believe, would be over $2 million a year if you chartered directly to 
the Standard Oil subsidis ary. We cannot expect you to go into that. 
I will just ask you this: W hose idea was it to charter these five ships to 
Greenwich and subcharter them to Panama rather than charter them 
direct? Was that your idea? 

Mr. Casey. No; I don’t think so. 

Mr. Firanacan. Whose idea was that? 

Mr. Casry. I don’t know. I should think it would have arisen 
from a discussion of charters between Mr. Bergen and the Standard 
Oil Co. 

Mr. Firanacan. Mr. Bergen will be here later. He is one of the 
Marine Transport group. He can answer that. 
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Mr. Casey. That is right. 

Mr. Fuanacan. At the time the charter arrangements were made 
in October 1947, were you advised as president of AOTC that you 
were going to charter and subcharter through your affiliate ? 

Mr. Casey. I don’t recollect. 

Mr. Fuanacan. You do not recollect whether or not they told you 
why they were using this method rather than the direct charter 
method ? 

Mr. Casey. No; I don't. 

Mr. Fuanacan. Along that same line, I notice that in December 
1947, for the purpose of getting financing so that you could make 
some down payments on these ships. that AOTC needed $1 million 
and that the Marine Transport group agreed to make that million 
dollars available. 

I notice that $1 million was lent to Greenwich Marine who, in turn, 
re-lent it to AOTC. 

Mr. Casey. I heard you say that this morning. 

Mr. Franacan. Yes. Now, do you know why the money was lent 
through Greenwich rather than directly to AOTC ¢ 

Mr. Casry. No; I don’t. 

Mr. Franacan. Although you are president of AOTC? 

Mr. Casey. That is right, but I didn’t know of these charterings and 
financings. 

Mr. Fianacan. Did anyone consult with you at that time concern- 
ing this $1 million loan which was coming to your cor porat ion ? 

Mr. Casey. I am sure they did it because I surrendered my stock, 
so I must have been consulted. 

Mr. Fianacan. Who was laying down the financial policies of your 
corporate group at this time: if you were not, as president, who was? 

Mr. Casey. I think Mr. Klein was more or less in charge of super- 

vision of financial polic, y. 

Mr. Franacan. Then Mr. Klein can answer why the money went 
indirectly to AOTC rather than directly ? 

Mr. Casey. He would know an awful lot more than ; do about it. 

Mr. Franacan. The reason I ask this question, Mr. Casey, is that 
it would seem logical that, if you wanted $1 million hun the Marine 
‘Transport group and they wanted to lend it to you, you would borrow 
it from them instead of this roundabout way that vou did. There 
must have been a purpose for your going around. We want to find 
it out. 

Mr. Casey. There must have been a purpose My difficulty is this: 
Chartering and financing to the tune of $10,000,000 was new tome. I 
was a novice in these two fields. Standard Oil of New Jersey had, I 
think, a whole battery of attorneys, so did Metropolitan Insurance 
Co., and we had Marine Transport. 

Mr. FranaGan. Were the attorneys of Metropolitan and Standard 
Oil assisting you on this arrangement ? 

Mr. Casey. On this particular one I don’t know, but they were 
assisting with respect to charters, with respect to charter rates, with 
respect to working out this loan on these charters. I just went along, 
feeling that we h: 1d the best attorne ys conducting this type of business, 
which was foreign to me, and took for granted what they did was 
proper, and I still think so. 

Mr. Franacan. Did you personally take any part in chartering or 
financial arrangements with SO? 
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Mr. Casey. No. 

Mr. Fiuanacan. What did you do as president of the corporation 
after you made out this application, this amendment No. 1? In the 
fall of the year here, when you were working on this rather intricate 
financing and chartering arrangement, what did you, as president of 
the corporation, do? You did not take part in the chartering. You 
did on te ake part in the financing. What did you do? 

Mr. Casey. I think what I did was assemble the pieces. I think ba 
Was a aoe rin this and from the germ of an idea got the pieces 

Mr. Fuanacan. You have already assembled the pieces / 

Mr. Casry. That is right. 

Mr. Fuanacan. What did you do after you submitted your amended 
application on September 17? From then until the time the stock 
was reissued to the original five or six individual stockholders in Jan- 
uary, What did you do? 

Mr. Casry. I think I merely sat back and allowed Standard Oil of 
New Jersey and Metropolitan Insurance Co. and Marine Transport, 
our shipping experts, and Mr. Klein take over financing and char- 
tering. 

Mr. Fuanacan. When we find your signature on all of these papers, 
you merely signed the papers based on their technical advice; is that 
correct ¢ 

Mr. Casey. That is probably correct. 

Mr, Lerce. Mr. Casey, when you entered your application orig- 
inally with the Maritime Commission, you indicated that it was your 
intention to take title to these vessels in a Panamanian subsidiary yet 
to be formed and that you were requesting permission to operate these 

vessels under the Panamanian flag. Was it contemplated at that time 
that this Panamanian subsidiary would be the Greenwich Marine 
Corp ¢ 

Mr. Casry. I don’t know. I would say “No.” 

Mr. Lerce. Did you know anything about the Greenwich Marine 
Corp. at that time? 

Mr. Casey. You are now talking about August 27 ? 

Mr. Lerce. — is right. 

Mr. Casey. I don’t believe so. 

Mr. Leece. Did anybody ever mention Greenwich Marine to you? 

Mr. Casey. I don’t think I knew anything about it at that time. 

Mr. Lerce. The record shows it was organized on August 8, 1947. 

Mr. Casey. Then, if it was, it wasn’t organized in connection with 
this application. 

Mr. Lerce. At least your testimony is that you had never heard 
of it at that time? 

Mr. Casry. That is right 

Mr. Leece. Now, on the 21st of October these vessels were bare-boat 
chartered from AOTC to Greenwich and from Greenwich to Panama 
Transport, so that Greenwich by this time was placing a very impor- 
tant part in this whole transaction. 

Mr. Casey. Yes. 

Mr. Leece. That is a fair statement ? 

Mr. Casry. Yes. 

Mr. Leece. Did you at any time advise the Maritime Commission 
of the existence of Greenwich or the fact that Greenwich was then 
affiliated with American Overseas in this transaction ? 
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Mr. Casey. I have no memory of so doing. 

Mr. Leece. Referring to General Order 60, which is the rules and 
regulations of the Maritime Commission governing the administra- 
tion of the Ship Sales Act, included in that general ‘order is an appli- 
cation; and under subsection 6, paragraph (a), of that regulation it 
calls upon applicants to advise the Commission of the identity of all 
affiliates. I am just wondering if you advised the Commission of the 
existence of Greenwich. 

Mr. Casey. I have no memory of so doing. I think that application 
stated we were going to form a Panamanian corpor ation for regis stry 
and ownership but didn’t state at that time we were going to form 
it subsequently. 

Mr. FuanaGan. Did you think it was your responsibility in view 
of General Order 60 to advise the Commission of the long-term 
chartering arrangements you had with Greenwich Marine ¢ 

Mr. Casey. I don’t think so. 

Mr. Franacan. Now, Mr. Casey, we come up to the time that the 
stock of AOTC was actually divided among the 8 or 10 individuals 
that came to be owners of the stock. We find that you held 2,000 
shares of AOTC’s 10,000. I believe vou were the biggest single indi- 
vidual owner. Is that right? 

Mr. Casey. I think that is right. 

Mr. Fuanacan. At the time, you gentlemen got together and de 
cided to split up the stock, will you advise the committee why you 
got the biggest share of the stock ¢ 

Mr. Casey. Could I advise the committee / 

Mr. Fuanacan. Can you advise the committee why’ Will you 
advise us? You got 2.000. Who got the biggest share ¢ 

Mr. Casey. I think I got all I asked for. When we were together, 
we among ourselves argued our respective contributions. I got 20 
percent. I think that is the answer. 

Mr. FuanaGcan. Was there any objection on the part of any of the 
other original stockholders to your getting that much of the stock ? 

Mr. Casey. I don’t know how pertinent it is. It was among 
ourselves, 

Mr. Fuanacan. I will say this. We don’t want to ask any unfair 
questions. We think it is pertinent for this reason, that the committee 
ought to know how the stock was divided up. You say that you had 
the germ of the idea. Klein, Stettinius, and Holmes were the financial 
end. The Marine Operating group were experts. The University 
of Chicago—we don’t know what they are yet. 

Admiral Halsey bought in, apparently. 

W e think the committee ought to know on what basis the division 
of this stock was made and for what reason. 

Mr. Casey. You mean mine / 

Mr. FLANAGAN. Yes. 

Mr. Casey. I think I discussed it at a meeting with Holmes, Stet- 
tinius, and Klein, and our respective shares were discussed at that 
time. At that time it was determined that Holmes would get 10 per- 
cent, maybe 5 percent—I forget what it is. 

Mr. FLaAnaGan. His is 10 percent. 

Mr. Casey. And that I would get 20 percent. 

I don’t know that Klein’s and Stettinius’ were determined at that 
time, 
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Mr. FLanacan. Who made the determination that Admiral Halsey 
would get 500 shares ? 

Mr. Casry. I think that was Mr. Stettinius. 

Mr. Firanacan. Who decided that the University of Chicago would 
get 1,500 = 

Mr. Casry. I don’t know. It seems to me at that time the Uni- 
versity of Chicago was going to come in with some equity money be- 
cause we were trying to finance through some banks and we had been 
negotiating with a group of banks who had led us to believe they we ne 
going to make us this loan, but there was going to be necessity for $ 
million or $3 million, and later the banks pulled the rug from ee 
us and that didn’t go through. So the University of C thicago didn’t 
have to put up this money. I recall that part of it. I think that is 
the reason that they first came in. But what their share was—20 per- 
cent, was 1t ¢ 

Mr. ae GAN. Well, 1.500 shares of 10,000 would be 15 percent. 

Mr. Casry. I don’t know who determined that, but that was the 
basis of their being in there. 

Mr. Fuanacan. Would it be a fair statement to say that, as far as 
the university was concerned, originally you were going to borrow 
money from them, and eventually you got the money from Metro- 
politan, so you allowed the university to remain in anyway ¢ 

Mr. Casey. I think that is right. 

Mr. Fianacan. And the Marine Operating group got 25 percent 
of the stock, four or five individuals there?) Am I right in assuming 
they got that interest because they were furnishing the oper: ating 
ability that you needed to undertake this whole maritime transaction ? 

Mr. Casry. I think that is correct. 

Mr. Furanacan. The rest of you either conceived the idea or financial 
people were involved ¢ 

Mr. Casey. That is right. 

Mr. Franacan. When you sold your stock, Mr. Casey, in AOTC, 
I notice that you split up your 2,000 shares about 10 or 12 ways. The 
record will have to be clear as to who got the stock and the reason why 
they got it. 

Mr. Casey. 1 thought I saw it set out on that list this morning. 

Mr. FiranaGan. It is set out, but it does not tell why they got the 
stock or how they got it. We will refer only to AOTC shares, and 
when you get one share of AOTC you automatically get two of Green- 
wich. That simplifies it. 

Constance D. Casey got 500 shares. 

Mr. Casry. She is my wife. 

Mr. Fianacan. Was that a gift? 

Mr. Casry. That was a gift. 

Mr. FianaGan. Do you recall approximately when you gave her 
that stock ? 

Mr. Casry. No;I don’t. There was a time when it was determined 
that the or iginal stockholders were going to name designees. I recall 
getting a letter from Mackey, who, I think, was secretary, asking to 
name my designees. I sent back a letter with the names on them. I 
don’t remember what time that was. 

Mr. Franacan. Was that at the time you were going to dispose of 
the stock? 

Mr. Casey. No. 
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Mr. FLanacan. Was that some time prior to that ? 

Mr. Casey. No. That was at a time when we didn’t know what 
that was worth, if anything. I should say it was some time early 
in 1948. 

Mr. Fuanacan. You know it was worth something when you were 
able to get $10,000,000, roughly, $10,000,000, from the insurance com- 
pany and had five tankers that were worth that much mone y. You 
knew that stock was worth something ¢ 

Mr. Casey. Well, Mr. Flanagan, we didn’t know. I reeall, if you 
notice among the designees, there is Clinton Hospital. Clinton Hos- 
pital is a hospital in my home town. I named them as a designee for, 
[ think, 10 shares of American and 20 shares of Greenwich. 

Mr. Fianacan. That is right. 

Mr. Casey. I got word back from them that they were co} templat- 
ng building and they didn’t want to wait 5 years, and they wanted 
me to give them whatever nioney the stock was worth. By a clause 
in our contract no one could sell a share of stock without offering it 
to other stockholders. I offered that Clinton Hospital stock 
around and couldn’t find any purchaser. I recall Mr. Westerlund 
told me at that time, “I don’t know. Figure out what they will be 
worth at the end of 5 years as junk. That is the only safe basis.” He 
said, “We bought tankers after World War I, and we have pictures of 
them in our office to ever remind us of what a risky uaie ‘ss that is, 
and it shows these tankers laid up in the mud, depreciating, deteriorat- 
ing, and unable to find business for them.” TI recall that conversation 
with him because I called him up, asking him if he would make an 
offer on the Clinton Hospital stock. I couldn’t find any fellow stock- 
holders who thought so highly of it to make an offer. 

Mr. Fuanacan. That was after you had given them the stock? 

Mr. Casey. That is right. I made them a check for the stock. but 
that was on the basis of a charitable donation, not on the value of 
the stock. 

Mr. Fuanacan. The next stockholder is Robert Dudley, with 150 
shares of AOTC stock. 

Mr. Casry. That isright. As I said before, he is my brother-in-law. 
He was the lawyer who was working on an application in the Mari- 
time Commission and who first gave me the germ of the idea. It was 
in recognition of that, I think, that I gave him that. That was a 
oift. 

Mr. Fuanacan. That stock eventually sold for around $42,000. 

Mr. Casey. Eventually he was as fortunate as the rest of them. 

Mr. FLranaGan. You say that was a gift, but the idea of the gift 
was because of the help that he had given; in other words, he had 
helped to conceive the idea or brought it to your attention ? 

Mr. Casry. There was no obligation but it was, shall I say, grateful- 
ness for that idea. 

Mr. Fianacan. Yes; for the idea. 

The next is H. Gordon Freeman. He got five shares. 

Mr. Cassy. He got five shares, a very small amount of shares. He 
was a personal friend. He had nothing to do with this at all. 

Mr. Fianacan. Does he have anything to do with the Maritime 
Commission ? 

Mr. Casey. No. 

Mr. Franacan. Mitchell Basker? 
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Mr. Casey. Another personal friend. 

Mr. Fuanacan. Did he have anything to do with this transaction 
in anyway? 

Mr. Casey. Not a thing. 

Mr. Fuanacan. Direct or indirect ¢ 

Mr. Casey. Direct or indirect. 

Mr. Fuanacan. He is a personal friend to whom you gave 10 shares 
of stock ? 

Mr. Casry. That is right. 

Mr. Franacan. H. Andrew Dudley, 20 shares. 

Mr. Casey. He is my brother in law. It was a gift. He is in 
France. He had nothing whatsoever to do with this. 

Mr. Fuanacan. Mary McGuire. 

Mr. Casry. She is my sister in Clinton, Mass. She had nothing to 
do whatsoever with it. 

Mr. Fianacan. Graham McGee. 

Mr. Casey. He is a personal friend. He had nothing to do with 
the Maritime Commission. 

Mr. Fuanacan. You just gave him 10 shares? 

Mr. Casry. That is right. 

Mr. Firanacan. Joseph H. Rosenbaum, 150 shares. 

Mr. Casry. He purchased that. He is the only one of my designees, 
as I remember, that purchased the stock. My brother in law worked 
for his firm. At the time of working for his firm, he was representing 
a client of that firm before the Maritime Commission. 

Mr. Fianacan. Who was? 

Mr. Casry. My brother in law. Rosenbaum never was to the Mari- 
time Commission, to my knowledge. My brother in law was an em- 
ployee of his firm. I think that there was. as I remember it some 
discussion. There was, in my brother in law’s contract, an agreement 
that he would divide whatever he got outside of the firm with the 
firm and I think there was a discussion with respect to that; I recog- 
nized it and sold to Rosenbaum. 

Mr. Franacan. You mean to say your brother in law got 150 shares 
and Rosenbaum felt that he should also get 150? 

Mr. Casey. I think that is true. 

Mr. FuanaGan. You gave your brother in law 150. Why didn’t 
he just give 75 of those to Rosenbaum instead of his coming back for 
another 150? 

Mr. Casey. I can’t answer that. In addition, he had discussed this 
original idea with us way back in the spring when Mr. Dudley first 
talked to me about it. 

Mr. Fianacan. Did you have any agreement of any kind with 
Rosenbaum to allow him to share in any transactions you might have ? 

Mr. Casey. No. 

Mr. FLanaGan. You personally had no such agreement with Rosen- 
baum? 

Mr. Casry. No. 

Mr. FuanaGan. Now, you say he bought this stock? 

Mr. Casey. That is right. 

Mr. Fianacan. As I gather it, because your brother-in-law got 150 
shares and he had a contract with Rosenbaum, you felt that Rosenbaum 
should also get 150 shares? 
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Mr. Casry. I think that is partially true and because Rosenbaum had 
discussed this matter originally, although it never developed along 
that line, and Dudley had discussed this proposition in general terms 
with me early in 1947, 

Mr. FLANAGAN. So under those circumstances, because of Rosen- 
haum’s part in the initial conception of the idea, plus the contract he 
had with your brother-in-law, you allowed him to acquire 150 shares 
of AOTC? 

Mr. Casey. That is right. 

Mr. Fianacan. But he had to purchase that ¢ 

Mr. Casry. He purchased it. 

Mr. Fuanacan. How much did he pay for it? 

Mr. Casrey. $1,500. 

Mr. Fuanacan. How did you set that price? 

Mr. Casey. That was the price I had paid for it. 

Mr. Fuanacan. When did you sell him this stock? Do you recall 
the date ? 

Mr. Casey. I don’t recall the date. 

Mr. Fuanacan. Is there any way we could find out ¢ 

Mr. Casry. Yes: I think I ean find out. I will find out today for 
vou. 
~ Mr. Fuanacan. Was that stock given to Rosenbaum about the same 
time you gave the stock to Dudley / 

Mr. Casey. I should say about ‘the same time. 

Mr. FuanaGan. And that stock also turned out to be worth $42,000? 

Mr. Casry. Of course, I didn’t know it at that time. 

Mr. Fuanacan. C. Francis Murphy. 

Mr. Casey. He isa personal friend. I think it was five shares. He 
had nothing to do with it. 

Mr. Fuanacan. Christopher Boland. 

Mr.,Casey. A personal friend. He had nothing to do with this 
transaction. 

Mr. KLAN AGAN, Florence M. O’Brien. 

Mr. Casry. She is my secretary. 

Mr. FuanaGan. These are all gifts? 

Mr. Casey. That is right. 

Mer. FLANAGAN. Constance L. Casey. 

Mr. Casrty. A daughter. 

Mr. FLanacan. John D. Casey. 

Mr. Casey. Son. 

Mr. Fuanacan. Jane D. Casey. 

Mr. Casrty. Daughter. 

Mr. FuanaGan. Joseph E. Casey, Jr. 

Mr. Casry. Son. 

Mr. Fuanagan. And then Clinton Hospital, which you have already 
discussed, 

Mr. Casey. That is right. 

Mr. Fuanacan. In addition to the stock interest which you sold to 
Mr. Rosenbaum, did AOTC pay him any legal fee? 

Mr. Casey. I think the firm of Goodwin, Rosenbaum cot S1L0.000 for 
a legal fee. 

Mr. Fuanacan. I didn't get the name. 
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Mr. Casry. The firm of Goodwin, Rosenbaum, Meacham & Bailen, I 
think, is the full name. 

I think they wound up with a $10,000 legal fee. 

Mr. Fuanacan. You are saying what they originally wound up 
with? 

Mr. Casry. $40,000 was what they originally got. 

Mr. Fuanacan. Was that the law firm or Rosenbaum ! 

Mr. Casey. I think that was the law firm. 

Mr. FLanacan. A $40,000 legal fee ? 

Mr. Casry. That is right. 

Mr. FLuanacan. What services did that law firm perform for AOTC 
that it shoul 1 get that $40,000 fee ¢ 

Mr. Casey. Mr. Dudley worked in the Maritime Commission with 
respect to seeing Commissioners, seeing people at all the various levels 
down there, and he at that time was employed by Goodwin, Rosen- 
baum, Meacham & Bailen. That was before there was any gift of 
stock or sale of stock. 

As I said, Mr. Dudley had brought the germ of the idea to me. Mr. 
Rosenbaum, Mr. Dudley, and I had discussed, I should say in June of 
1947, and all through that month, probably July, not knowing which 
way we were going and if it ever would pan out. It never developed. 

But 1 did have a thought that in addition to the legal work, that 
there was some obligation by virtue of their having been associated 
with me even though we never did any overt act w ith respect to this, 
and I went along the line of Mr. Stettinius without them. 

So we made an agreement with Mr. Stettinius. Mr. Klein, and the 
other members, and | told them it was a firm commitment, that the 
original should be taken care of in legal fees—I think it was the sum 
of 850,000—out of which I was going to get my legal fees for work in 
the Maritime Commission, Mr. Courtney was to—— 

Mr. FLanaGan. Who is Mr. Courtney ? 

Mr. Casry. Mr. John Courtney was a lawyer here in Washington 
licensed to practice before the Maritime Commission. 

He had been an attorney in the Navy under Admiral Moreel] and 
was conversant with ships and seagoing matters. 

He was to get $10,000, I didn't tell them what they were going to 
get at that time. It was ent to $40,000, I think. But then it was 
divided $10,000 to Mr. Courtney, $10,000 to me, $10,000 to Robert 
Dudley, and $10,900 to the firm of Goodwin, Rosenbaum, Meacham & 
Bailen. 

Mr. Fuanacan. Actually, the $40,000 fee was not paid to the 
Rosenbaum firm / 

Mr. Casry. 1 think it actually was paid to them originally. 

Mr. Fuanacan. But under the agreement, the Rosenbaum firm was 
to get $10,000 of it; is that right ¢ 

Mr. Casry. No. I think it was a firm commitment for the entire 
package but to be distributed in that manner 

I think the way it came up originally, it was an entire package of 
$50,000 and when I was questioned, I think Mr. Stettinius and Mr. 
Klein, as to the distribution of it, they knew of Mr. Courtney, they 
knew of my work, they knew of Dudley’s work. 1 think it came out 
four ways. They said, “Why not cut it to $40,000 so each of you can 
get $10,000 of the $40,000?” 
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Mr. Franacan. As I recall it, it appeared on your books as a 
$40,000 legal fee to the Rosenbaum firm. 

Mr. Casey. That is the way it was paid, I think. 

Mr. Franacan. It was paid to the Rosenbaum firm / 

Mr. Casey. That is right; the Rosenbaum firm. 

Mr. FianaGan. Courtney got $10,000 of it ¢ 

Mr. Casey. That is right. 

Mr. Fuanacan. Rosenbaum got $10,000 of it ¢ 

Mr. Casey. I think it was his firm. 

Mr. FuanaGan. His firm got $10,000. Dudley got $10,000 4 

Mr. Casey. And I got $10,000. 

Mr. Fuanacan. And you got $10,000 ¢ 

Mr. Casey. That is right. 

May I point out also that that was a contingent proposition. They 
would have gotten nothing had the proposition not been completed. 

Mr. Franacan. When was this legal fee paid; after the sale of the 
stock ¢ 

Mr. Casry. No; after the loan from Metropolitan. 

Mr. Fuanacan. After the loan from Metropolitan was made / 

Mr. Cassy. After the charters had been made and the loan had 
been made. 

Mr. FLanaGan. Then you paid this $40,000 legal fee ¢ 

Mr. Casey. That is right. 

Mr. Franacan. I still cannot understand, Mr. Casey, what legal 
services were performed by either Courtney or the Rosenbaum firm 
other than the discussions you had with this Rosenbaum firm. Did 
they prepare any papers é 

Mr. Casry. Mr. Courtney was at the Maritime Commission, too. I 
think I ought to give you a little background on that. 

The Maritime Commission was not just selling these ships. There 
was at one time a great reluctance to sell ships because they were 
“veneral chartering” them. As the number of applicants grew and 
filled the corridors down there, I think we turned to Mr. Courtney 
who was a specialist on these matters. He came in and did a let of 
work in the Maritime Commission, seeing Commissioners and seeing 


people in the Commission. We saw them frequently. We were 
down there constantly. It was a contingent proposition. But he 


did work, and I did work, Mr. Dudley did work. 

Mr. Franagan. What did Rosenbaum do other than have some early 
discussions with them / 

Mr. Casey. I don’t think he did anything. It was his firm through 
Mr. Dudley. 

Mr. Fiuanacan. At thetime that your group sold the stock in AOTC 
to Delaware Tanker, were you in on the initial negotiations with the 
Delaware group? 

Mr. Casey. At the time the AOTC sold its stock ? 

Mr. Franaaan, Yes. That would be in the spring of 1950? 

Mr. Casry. Yes. May I give it to you chronologically / 

Mr. Franacan. Certainly. 

Mr. Casey. The first time I heard about that, the ultimate buyer 
was when Mr. Rosenbaum talked to me about Mr. Newmark, who was 
« Washington lawyer. He said Mr. Newmark had some er who 
were interested in purchasing the stock of AOTC. I knew Mr. New- 
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mark because Mr. Newmark had brought to Mr. Rosenbaum’s office 
the representative of the firm Lazard, Freres, a banking house in 
New York, for the purpose of getting them and me together to discuss 
« sale. That was in 1950 sometime, but it did not go through. I 
place that at February 1950, about that time. 

Subsequently. Mr. Newmark and Mr. Rosenbaum produced a tele- 
gram from North American Trading Co. to Mr. Newmark, which 
made an offer for stock in AOTC. It was signed by Mr. Emanuel, I 
believe, vice president of North American Trading Co. There were 
terms and conditions, the payment not to be made until after 5 years 
or after the completion of the charter. It didn’t go through anyway. 

But that was the first time that I had heard about these people 
Who subsequently bought as agents, North American Trading. 

Then I think in June Mr. Newmark and Mr. Rosenbaum arranged 
for me to meet Mr. Niarchos, and Mr. Guthrie, his attorney. 

Mr. FLanacan. Mr. Stavros Niarchos ?¢ 

Mr. Casry. That is right. And we met in June of 1950 at the 
Mayflower Hotel. I may have said to you or Mr. Leece it was Julius 
Holmes who sent him. I have since refreshed my recollection. Mr. 
Niarchos did talk to somebody in the British Embassy, I mean in 
the American Embassy in London. I think he was a—— 

Mr. Fuanacan. A merchant marine attaché? 

Mr. Casey. That is right. He talked to Mr. Holmes and Mr. 
Holmes to this attaché and suggested that Mr. Niarchos see me. So 
there was some discussion about Mr. Holmes at the time. 

Mr. FuanaGan. For the purpose of the record here, how does Mr. 
Niarchos tie into this whole picture / 

Mr. Casty. My. Niare cle as [ understood it, was a minority holder 
in North American Trading & Shipping Co. 

Mr. Franacan. Did you know in the spring of 1950 that Mr. Niar- 
chos was a large world-wide ship operator ¢ 

Mr. Casey. I think he was one of the largest ship operators in the 
world, as an individual. 

Mr. FLANAGAN. Go ahead. 

Mr. Casey. What was the question / 

Mr. Fuanacan. You were saying that, first, Rosenbaum and 
Newmark came by. 

Mr. Casry. They arranged for Niarchos and Guthrie and me meet- 
ing at the Mayflower Hotel. 

Mr. Fuanacan. You are having this meeting with Guthrie and 
Niarchos. What are you talking about ¢ 

Mr. Casey. The purchase by North American Trading Co. as 
agents of the stock of AOTC. 

Mr. FuanaGcan. Niarchos is sitting down making arrangements 
with you to try to get stock of AOTC in order that they can get title 
to those five vessels; isthat a fair statement ¢ 

Mr. Casey. I think that is about right. 

Mr. Fuanacan. With whom did you think you were dealing di- 
rectly, with North American Trading, with Delaware Tanker, which 
was not vet formed, or with Stavros Niarchos ? 

Mr. Casey. I thought I was dealing with Stavros Niarchos and I 
assumed I was dealing with a man who had a financial interest as an 
alien in North American Trading Co. and who was a minority 


stockholder. 
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Mr. Fuanacan. As a matter of fact, by now, the spring of 1950, 
you had been in this tanker-operating business for some period of 
time, and you knew, did you not, that Niarchos, while he held a mi- 
nority stock interest in, what is it, the North American Trading Co., 
at that time was really the man with the money behind it? 

Mr. Casey, I assumed he was the man with money behind it, yes. 

Mr. Firanacan. What agreement, if any, did you reach with Niar- 
chos and his attorney, Mr. “Guthrie, at that meeting in the Mayflower 
Hotel ¢ 

Mr. Casey. We didn’t reach any agreement outside of a prelimi- 
nary discussion. Do you want me to continue? 

Mr. FLANAGAN. Yes; go ahead. 

Mr. Casey. Later I recall going to New York and several times I 
saw Mr. Niarchos, once or twice. I saw Mr. Guthrie, I saw Mr. 
Dorn, I saw Mr. ‘Trypanis, and I saw somebody from Connecticut and 
somebody with a Virginia accent. I don’t recall their names. 

Mr. Franacan. At the time of these negotiations with Mr. Niar- 
chos and the various people associated with him, were you talking 
only about selling the stock of AOTC or were you also talking about 
selling the stock of Greenwich Marine? 

Mr. Casry. I think it was all one package. As a matter of fact, I 
think that Greenwich Marine was the more attractive, that is right. 
We wouldn’t sell just one without the other. 

Mr. FuanaGan. Did you have any discussion with these people, Mr. 
Niarchos or his representative, as to who would buy American Over- 
seas and who would buy Greenwich Marine? 

Mr. Casry. It was agreed—and I can’t tell you when—that an 
American corporation would purchase the stock in AOTC and a Pana- 
manian corporation would purchase the stock in Greenwich Marine 
and that North American was buying as an agent for a Panamanian 
company for Greenwich Marine and an American company for 
AOTC. 

Mr. Franacan. Is that the Panamanian company that turned out 
to be the World Tanker Corp., Inc., in Liberia ? 

Mr. Casey. That is right. 

Mr. Franacan. Did those gentlemen indicate to you at any 
time why Delaware Tanker itself or an American corporation w ould 
not buy stock of AOTC and Greenwich, why they had to bring in now 
a fourth corporation ? 

Mr. Casey. Why Delaware corporation wouldn’t buy the stock of 
both of them? 

Mr. Fianaaan. Yes. 

Mr. Casey. Why, I assume they wanted a foreign corporation for 
Greenwich which had a 15-year charter of these “five vessels which 
were under Panamanian—I am just assuming they wanted an Ameri- 
can corporation standing in the position of having stock in an Ameri- 
can company. 

Mr. FianaGan. The reason I ask that is they could have purchased 
both AOTC and Greenwich through Delaware and then Delaware 
would have stood in exactly the same position as AOTC used to stand 
when you people owned it. 

Mr. Casry. I can’t answer that question. 

Mr. Franacan. You do not know why? 
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Mr. Casey. I don’t know why. These negotiations after the origi- 
nal one went off with Mr. Klein and some bank up there. 

Mr. Fuanacan. In other words, you handled the preliminary nego- 
tiations between Niarchos and his representatives ¢ 

Mr. Casey. That is right. 

Mr. Fuanacan. And then turned it over to Mr. Klein, who was 
more of a financial man that you were? 

Mr. Casey. That is right. 

Mr. Franacan. Do you have knowledge of the brokerage fees that 
were paid by North American or any one else in connection with the 

sale of this stock which we'eall a package deal here ? 

Mr. Casry. Yes. 

Mr. FuanaGan. Will you tell us that ? 

Mr. Casey. There was at this time a man named Mr. Vining—Mr. 
Humbolt I hadn’t heard about until Mr. Leece made some statement— 
but a man in New York named John Vining who had been engaged, 
I don’t know by whom, but who had a claim as a broker for the sale 
of this stock He was the North American Trading Co.’s agent. I had 
heard of his claim. 

I had very much in mind, I had seen Mr. Howard Newmark, a Wash- 
ington attorney, and Mr. Joseph Rosenbaum, both of whom had, as I 
said previously, in the first instance, brought North American com- 
pany to my attention and who had arranged for the meeting of Niar- 
chos here in Washington with Mr. Guthrie. I think originally they 
wanted AOTC to pay them as the sellers, pay the commission. 

Mr. Fuanacan. That is the usual practice ? 

Mr. Casey. That is the usual practice. 

Mr. Fiuanacan. The seller pays the brokage fee ? 

Mr. Casry. That is the usual practice I think I dissuaded them 
from that and transferred them to the purchaser, North American 
Trading. 

Mr. Fuanacan. North American were not the purchaser ; they were 
the agent for the purchase of the tankers. 

Mr. Casey. I recall Mr. Guthrie wrote a letter to Mr Newmark tell- 
ing him the burden was on AOTC. There was quite a discussion as to 
who should get the fee. I think I persuaded Mr. Guthrie, the attorney 
for North American Trading, to pay Mr. Newmark and Mr. Rosen- 
baum and from that collection I received $9,000 The entire fee was 
$50,000. I don’t know how the balance was. I received $9,000 from 
them. I think Rosenbaum got $27,000. 

Mr. Fuanacan. In other words, it ended up with the purchaser 
paying the brokerage fee which was $50,000; is that correct ? 

Mr. Casey. That is right. 

Mr. Fianacan. That “brokerage fee was split $27,000 to Rosen- 
baum, $23,000 to Vi mews is that correct ? 

Mr. Casey. No. I don’t know what Vining got. He got $50,000. 
I am talking about Vining up in New York. He got $40,000 or $50,- 
000. 

Mr. FianacGan. Vining got $40,000. Rosenbaum got what, $27,000? 

Mr. Casry. $27,000, I think that is right. 

Mr. Fuvnacan. Were these the only broker rage fees paid ? 

Mr. Casry. Newmark got $23,000. 

Mr. Franacan. Newmark got $23,000 ? 

Mr. Casey. Yes. 
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Tigi- Senator Munpr. That adds up to more than $50,000, all together. 
. Mr. Fianacan. That is more than $50,000. That is $90,000. 
lego- Mr. Casry. Vining got how much? 
Mr. Franagan. $40,000. 
Mr. Casey. And Newmark got $23.000 ? 
was Mr. FLanaGan. Newmark got $53,000 and Rosebaum got $27,000. 


Mr. Casey. Out of which he gave me $9,000. 
Mr. Fuanacan. Why did Rosenbaum give you $9,000 out of the 
that fee he got? 
1 the Mr. Casey. I think he and Newmark both had difficulty collecting 
it. Mr. Guthrie wrote them saying he wasn’t going to pay it. 
I think I got my fee by virtue of hi: aving settled a claim which they 
didn’t feel certain of. 


-Mr. Mr. FLanacGan. In other words, Rosenbaum gave you $9,000 for 
nt— making it possible for him to collect his brokerage fee from the North 
iged, American Trading group, from the Niarchos group / 

sale Mr. Casey. I think that is right. 

L had Mr. FuanaGan. He split that third with you? 

; Mr. Casey. I think that is right ; yes. He didso. That was $9,000. 
Yash- Senator McCurtian. Mr. Casey and other witnesses who may be 
as I interested, the committee will recess at this time. The committee is 
com- not through hearing your testimony. Due to the fact that we have 
Niar- ; a full committee meeting in the morning, we cannot resume in the 


they morning. 
The hearings will be resumed here in this room at 2 o’clock tomorrow 
afternoon. 


All witnesses who are interested and who have been subpenaed will 
be back at 2 o’clock tomorrow afternoon. 
them (Whereupon, at 4:30 p. m., Tuesday, February 19, 1952, the hear 
rican ing was recessed until 2 p. m., Wednesday, February 20, 1952. ) 
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SALE OF GOVERNMENT-OWNED SURPLUS TANKER 
VESSELS 


WEDNESDAY, FEBRUARY 20, 1952 


Untrep States SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF THE 
CoMMITTEE ON EXPENDITURES IN THE Executive DEPARTMENTS, 
Washington, D. C. 

The subcommittee met at 2 p. m., pursuant to Senate Resolution No. 
251, Eighty-second Congress, second session, agreed to January 24, 
1952, in room 357 of the Senate Office Building, Senator C lyde R. Hoey 

(chairman of the subcommittee), presiding. 

Present: Senators Hoey, McClellan, Mundt, and Nixon. 

Also present Francis D. Flanagan, chief counsel; William A. Leece, 
assistant counsel; Louis W. Sornson, accountant; and Ruth Young, 
chief clerk. 

Senator Hory. The committee will come to order. 

Mr. Casey, Mr. Flanagan will resume the examination. 

Mr. Fianacan. Mr. Casey, in the original application that AOTC 
submitted to Maritime Commission requesting 20 vessels—that was 
the application in August 1947—it is stated in that application that 
these vessels were being chartered to a Panamanian subsidiary of 
various oil companies. After you had made that statement to the Com- 
mission, did you ever thereafter advise them that you were in fact 
chartering these ships to your own Panamanian subsidiary ? 


TESTIMONY OF JOSEPH CASEY, LAWYER, WASHINGTON, D. C., 


ACCOMPANIED BY JAMES LAWRENCE FLY, LAWYER, NEW YORK, 
N. Y.—Resumed 


Mr. Casry. I don’t believe so. 

Mr. Fuanacan. Do you feel that it was your responsibility to so 
advise the Commission ¢ 

Mr. Casry. No; I did not, because I felt that we had permission 
from the Commission to register them Panamanian, and that with that 
permission went the right to charter them to a Panamanian company. 

Mr. Fianacan. How did you ever arrive at that conclusion ? 

Mr. Casey. Well, if you had permission to register them Panama- 
nian, I think that implies | you have permission to charter them Pana- 
manian. You don’t change flag. The flag remains the same. And 
that isthe important thing. In other words, I think these restrictions 
are mostly from the standpoint of security. 

Mr. Franacan. One point that I want to clear up was discussed 
yesterday. I believe you testified yesterday that one of the reasons 
you thought that your group set up the Greenwich Marine Corp. was 
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that it was necessary to have a corporation in Panama if you were 
going to fly Panamanian flags on your ship. 

Mr. Casey. That is right. - 

Mr. Fuanacan. I checked our files, and we have discussed that 
matter officially with the Panamanian Government, and they advised 
us that was not the law in 1947, nor has it been the law since. You 
actually, if you desire, can register any American owned-ship in 
Panama without the necessity of having a corporation down there. 
The only thing you need down there is an agent, and anybody can serve 
as an agent, any attorney in Panama. 

Mr. Casey. Have you finished? 

Mr. Franacan. Yes. 

Mr. Casry. May I say I have looked up the testimony before the 
House Merchant Marine and Fisheries Committee, the testimony of 
Mr. Howard, who is the chief of the marine division of Standard Oil 
of New Jersey, and on page 492 Mr. Howard says, in answer to a 
question, the question being a statement by Mr. Weichel, chairman of 
that committee, who said: 

Getting back to this proposition about the possibility of selling all the tankers 
directly foreign or to American corporations who would operate them under 
foreign flags 

Mr. Howarp. Excuse me, sir. You cannot do that. I don’t know—— 

Mr. WEICHEL. You cannot do that now? 


Mr. Howarp. Let me explain what I am trying to bring out. When you say 
selling to an American corporation foreign, there is not such a thing. 





There is not such a thing! 

Mr. WEICHEL. I mean selling to an American corporation for foreign operation. 

Mr. Howarp. You see, the other countries won't let you register a ship under 
the flag normally unless it is owned by a foreign corporation, that is, a corporation 
in their country. The stock may be owned by an American company or individual. 

Mr. Jackson. It depends on the foreign country. Not all foreign countries 
will permit that. 

Mr. Fuanacan. What is the date of that: roughly ? 

Mr. Casey. These hearings were held April, May, and June, 1947. 

Mr. Franacan. Well, Mr. Howard ought to get a new legal opinion 
from his legal staff on that, because it is definitely the law, and was in 
1947 and is today, that you don’t need a foreign corporation in Panama 
merely to register an American-owned vessel in Panama. 

Prior to the time that you received approval from the Commission, 
in September, to get five tankers, had you or to your knowledge had 
any of your associates discussed this matter, or had you rec eived any 
indication from representatives of the Standard Oil Co. of New Jersey 
that they would charter your tankers if you could get them? 

Mr. Casry. I don’t know just when that time was. You say prior 
to our application ? 

Mr. Franacan. Yes. September 19. Not the application. The 
approval of the amendment. 

Mr. Casey. The approval. I think that there has been conversa- 
tions between Mr. Stettinius and Standard Oil of New Jersey, and 
Mr. Bergen and Standard Oil of New Jersey. 

Mr. Fuanacan. And that those discussions indicated that they 
would charter from you if you could get the tankers ? ; 

Mr. Casry. I think so. I was not at those discussions, but it is my 
recollection now that I was informed that there had been those nego- 
tiations. 
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Mr. FLanacGan. If there had been an indication that Standard would 
charter from you, it was a pretty valuable asset to your corporation, 
was it not? 

Mr. Casey. Yes. 

Mr. Fuanacan. Because vou knew that if you could get charters, 
long-term charters, from a big oil company, it would be not too difficult 
to get financing ? 

Mr. Casey. I think that is correct. 

Mr. Fianacan. So that as early as September 1947, then, it was 
pretty clear to you gentlemen that you would get into a going venture. 

Mr. Casey. W ell, I don’t know exactly as to the dates, but at some 
time around there it was, ves. 

Mr. Fuanagan. Now, Mr. Casey, I want to ask you a few questions 
about the National Tanker Corp. As you know, you were the first 
president of the National Tanker Corp. and remained president for 
2 period of approximately a year. As you also know, you originally 
were one of the three stockholders. You held 300 shares of the 1,000 
shares of stock that were initially issued in that corporation. Who 
conceived the idea of asking the Commission to allow American Over- 
seas Tanker Corp. to ask for title to the three tankers, the Meacham, 
the Aettleman Hills, and the -\ntelope Hills, in the name of the 
National Tanker Corp. ¢ 

Mr. Casey. I think that it was Mr. Klein and Mr. Westerlund. And 
I base that statement upon a copy of a letter written by Mr. Klein, 
January 21, 1948. 

Mr. Fuanacan. We can identify Mr. Westerlund as a member of 
the Marine Transport group, can’t we? 

Mr. Casgy. Yes. 

Mr. Fuanacan. Go ahead. 

Mr. Casty. You want me to read the letter ? 

Mr. FLanacan. It isn’t a long letter, is it / 

Mr. Casry. No, it is not very long. 

Mr. Fuanagan. All right. Go ahead and read it. 

Mir. Casey (reading): 

JANUARY 21, 1948. 

Dear JULIUS and Jor: 


Julius being Mr. Holmes and Joe being me. 

Mr. Furanacan. And who is writing this letter ? 
Mr. Casey. Mr. Stanley Klein of New York. 
Mr. FuanaGan. Go ahead. 

Mr. Casry (reading) : 


I spoke to Julius on the phone a few moments ago, in regard to your making 
an inquiry among the members of the Commission, to determine if it would be 
satisfactory to have an affiliate company, or a separate company, formed under 
Delaware laws with the same proportionate stockholders as American Overseas, 
to take title to the three ships. Our intention would be to bareboat to the United 
Tanker Corp., with an option to purchase, it being understood that United Tanker 
Corp. will make the same representations to us as they made in their application 
to the Commission, copy of which is enclosed. 

This application sets forth the percentage of ownership, the intentions of the 
company, its willingness to continue under the American flag, and that they 
vill further agree to operate the ships coastwise until May, or such reasonable 
period as the Commission may direct. 
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If they individually give us informal permission, it is Mr. Westerlund’s opinion 
that we will not need anything further, although this point, I believe, should be 
covered if their attitude is a favorable one. 

Please let me hear from you by phone as soon as you have gotten an expression, 

Sincerely. 

Mr. Franacan. Was this the first time it was brought to your atten- 
tion that you were going to form a new corporation ? 

Mr. Casey. I think so. That is my recollection. I know that if 
we took these ships under American flag and couldn’t charter them 
to Standard Oil of New Jersey, under our contract with Metropolitan 
Life Insurance Co., which forbade us, I think, to incur other obli- 
gations, other contractural obligations, we couldn’t have taken the 
ships under American Overseas. 

Mr. Fuanacan. Now, you were allocated these ships, I believe, on 
December 30, 1947. Between December 30, 1947, and the date of this 
letter, January 21, 1948, had you or to your knowledge had any of 
your associates contacted Standard Oil Co. in an effort to charter these 
ships to them ? 

Mr. Casry. I think that Mr. Bergen and possibly Mr. Westerlund 
and others had contacted them. 

Mr. Fianacan. Prior to this letter of January 21, had you—or any 
of your associates to your knowledge contacted you—or had you been 
contacted by any other people in connection with the purchase or 
chartering of these -vessels ? 

Mr. Casry. Not that I recall. 

Mr. Franacan. In other words, you think that this was the first 
time that you knew that Klein at least was interested in getting the 
names of these vessels in the new corporation, namely, National 
Tanker? 

Mr. Casey. I don’t know. I may have talked to him before then. 

Mr. Firanacan. To whom? 

Mr. Caster. To Klein. January 21 is the date of this letter. My 
recollection is that this was the first time. 

Mr. Franacan. Did you know prior to that time that United Tanker 
was interested in chartering or acquiring vessels ? 

Mr. Casry. Yes. I knew whatever day it was that I saw Mr. Was 
son in New York. 

Mr. FuanaGan. It was the 19th of January ? 

Mr. Casry. Well, on the 19th of January I knew it. 

Mr. Franacan. Was that the first time you knew that the United 
Tanker group or any other group was interested in getting the three 
ti ankers ? 

Mr. Casey. I think so. 

Mr. Firanacan. Didn't you have a meeting prior to the 19th meet- 
ing in New York w a Mrs. Olga Konow ? 

Mr. Casry. Yes; I did. But she didn’t tell me who the parties 
were, as I recollect it. 

Mr. FuanaGan. As a matter of fact, Mr. Casey, didn’t you have a 
meeting with Mrs. Konow on the 15th of January here i in Washington ? 

Mr. Casey. Well, you say “as a matter of fact.” I would be happy 
to tell you about it. 

Mr. FLanaGan. I will put it this way—— 

Mr. Casey. I mean, as though I were reluctantly telling about it. 
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She was the first one who brought this transaction to my attention. 

Mr. Firanacan. Do you now recollect that prior to your meeting 
with Mr.° Wasson, in New York, which was on the 19th, and some 
few days prior to that, you did have a meeting with Mrs. Olga Konow 
in Washington ? 

Mr. Casey. Yes. 

Mr. Franacan. Tell us where that meeting took place, who attended 
the eae: and what generally was dicussed. 

Mr. Casry. She came to my office at 1025 Connecticut Avenue, I 
think about the 15th or 16th of January. And I had seen her pre- 
viously at the Maritime Commission in the office of one of the Com- 
missioners, either Commissioner Carson or Commissioner McKeough. 
[ think she had been an applicant for some ships, for some tankers. 
And this day at my office Ze told me that she knew that American 
Overseas had been granted three tankers. In fact, she knew that whole 
proposition. 

I think that American Overseas got its three tankers when the Mari- 
time Commission disposed of fifty-odd tankers, the last of all they had. 
They disposed of fifty-odd tankers, American flag, at the same time. 
I think she got some under that last disposal, under which we got 
three. And she told me she knew of a company that could use our 
ships and that could find employment for them and that would pay a 
profit for them. 

I asked her who they were, and I don’t think she told me who they 
were. 

Mr. Franagan. She told you that she had a company that could 
use your ships. Did she mean that would buy the ships from you? 

Mr. Casry. I don’t remember that. I had the impression that she 
had a purchaser; yes. 

Mr. Franacan. For your ships? 

Mr. Casry. Yes. 

Mr. FLanaGan. She wasn’t talking about purchasing the ships at 
this point, because all you had was some approval. She was interested 
in obtaining the ships by obtaining your approvals; is that a correct 
statement ¢ 

Mr. Casey. I didn’t think she was interested in purchasing them 
for herself. I thought she was like a great many brokers, and there 
are always a lot of brokers involved, and you get a great many stories 
and you have to run them down. 

She didn’t say who they were. 

Mr. Franacan. Well, you thought she was probably an agent of an 
undisclosed principal at that point? 

Mr. Casry. That is right. 

Mr. Fuanacan. Did she indicate to you that her principals or un- 
disclosed principals wanted to buy them or wanted to charter the 
tankers, or what they wanted ? 

Mr. Casry. I think she said that they had a contract for carrying 
oil and they needed tankers. I haven't got a distinct recollection of 
the conversation, but I know that she told me that she had some people 
who were interested in them. 

Mr. Franacan. Did she say there would be profit in it for your 
group if she could arrange to get tankers to her undisclosed princi- 


pals ? 
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Mr. Casry. I don’t know about that. 

Mr. Fianacan. Did she mention a profit to you! 

Mr. Casry. I don’t recall that. 

Mr. Fuanagan. The reason I asked that is that you mentioned the 
word “profit” in your testimony here a few moments ago. 

Mr. Casey. I don’t recall. She may have. ‘ 

Mr. Fuanacan. Did she at any time, in Washington, or in her con- 


versations in New York a few days later, indicate to you that there 
would be a profit in it to your group if she could get these tankers for : 


her principals? 

Mr. Casey. After I saw her, I called Mr. Klein. She left her tele- 
phone number. And I told him whatever the conversation was and 
said that she said she would meet us in New York. 

I called Mrs. Konow, and she said she would meet us at the White- 
hall Club, which is a club of shipowners and shipping people, for 
lunch. Mr. Klein and I met her for lunch. I think it was on a 
Monday; I forget the date, in January, the Monday following when- ; 
ever it was I saw her, I think it was. And Mr. Klein and I talked to 5 
her, and I think she disclosed then, because she said she would take 
us—she disclosed her principal then, because she said she would take 
us to the principal. But whether or not there was any mention of an 
amount of money, I don’t recall. 

Mr. Fuanacan. Did she ever mention a half a million dollars 
bonus or profit or present or whatever you want cased it ¢ 

Mr. Casey. I don’t recall. She may have. I don’t recall. 

Mr. FuanaGan. Did she ever mention a profit or a bonus of $150,000 
a vessel for every vessel you could get for that group ¢ 

Mr. Casey. I don’t know. That is the way it turned out eventually, 
but I don’t recall whether she did. 

Senator Nrxon. You eventually got $450,000, call it what we will, 
profit or otherwise. When did she first mention it to you? 

Mr. Casry. I don’t recall that she mentioned it at all. I don’t 
recall. 

Senator Nixon. Who mentioned it when? 

Mr. Casey. Ithink it was mentioned at Mr. Wasson’s office. 

Senator Nixon. Mr. Wasson mentioned it? 

Mr. Casey. I think so. 

Senator Nixon. Who was present at that meeting / 

Mr. Casry. What was that? 

Senator Nixon. Was she present at that meeting? 

Mr. Casey. She brought us to the Wasson office and introduced us. 
and I think then she left. That is my recollection. 

Senator Nixon. And at that time for the first time as you recall it, 
consideration was discussed ? 

Mr. Casry. That ismy memory, yes. 

Mr. Fuanacan. This first meeting with Mr. Wasson took place on 
the afternoon of the 19th of January. In other words, in the after- 
noon of the day that you and Mr. Klein had lunch with Mrs. Konow 
at the Whitehall Club. 

Mr. Casry. That is right. We went from lunch to Mr. Wasson’s 
office, as I remember. 

Mr. Franacan. All right. When you got to Mr. Wasson’s office, 
did Wasson tell you or did any one in his group tell you that there 
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would be $150,000 profit a ship for every ship that you could get for 
him? ~ 

Mr. Casey. I haven’t got a distinct memory of it, but it may have 
been. By that I mean I didn’t remember whether ‘the price was set 
that afternoon. 

Mr. FianaGan. Well, did they discuss that there would be a sub- 
stantial profit in it for your group if you could get ships? 

Mr. Casey. I amsure they did. 

Mr. Fianacan. In other words, you expected to get profit out of the 
transaction ¢ 

Mr. Casey. Yes, indeed. 

Mr. Fuanacan. Now, up to or at any time prior to the 22d of Jan- 
uary, When you got the approval, did you or did any one of your as- 
sociates come to any firm understanding with Mr. Wasson or any of 
his associates with regard to what you would do for them in the line 
of furnishing ships ? 

Mr. Casey. I don’t know that there was a firm understanding that 
afternoon. I think that there was a general discussion. I haven’t 
a distinct memory of what took place. I do know that some time 
later Mr. Wasson and Mr. Klein and Mr. Westerlund and, I think, Mr. 
Bergen, had a meeting, at which this was all tied up and definite under- 
standings took place. 

Mr. FiranaGan. Well, what was the understanding of yourself and 
your group prior to the 22d as to how you were going to handle this 
deal ? 

Mr. Casey. Prior to the 22d? 

Mr. Furanacan. Yes. 

Mr. Casry. How were we going to handle this proposition ? 

Mr. Fuanacan. Yes, prior to the time that you submitted your 
amendment, on the 22d, you must have had something in mind. What 
did you have in mind ? 

Mr. Casey. I think that is contained in Mr. Klein’s letter of January 
2 Ist. 

Mr. FLanaGan. Let me see that letter. That is the one you read. 
Maybe if I looked at it, it might clarify itself. 

Then it was quite clear to the group, based on the information ap- 
pearing in this letter of the 21st, that you were going to form National 
Tanker for the purpose of, No. one, chartering the three vessels 
to the United group, and, No. two, giving them an option to buy 
your stock. Isthat correct 9 

Mr. Casry. That is correct. 

Mr. FLANAGAN. Was it ever your intention, or was it at this date, on 
the 2ist of January, your intention, or the intention of your group, to 
maintain title and operate these vessels yourself ? 

Mr. Casey. I don’t know. I should say that we were looking about. 

Mr. Fuanacan. You weren't looking about on the 21st. 

Mr. Casry. Notafter January 21st. 

Mr. Fuanacan. You weren't looking about on the 21st, Klein had 

already written to you and said what was going to be done. 

Mr. Casey. That is right. From that time on, I think everything 
went toward United. 

Mr. FxianaGan. In other words, from the 21st on, you people had 
no intention of retaining title to and operating these vessels, such 


as you had been doing with AOTC? 











102 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Mr. Casey. Not when we found this means of employment for the 
vessels. © 

Mr. Fuanacan. And this means of sale? 

Mr. Casey. That is right. 

Mr. Fuanacan. At your meetings with Mrs. Konow, prior to the 
29d of January, did she ever indicate to you that she was getting a 
bonus or would get paid if she was able to negotiate this deal? 

Mr. Casey. I think that at lunch at the Whitehall Club, Mr. Klein 
ask here specifically: “What are you getting out of this?” And she 
answered that she and her husband, who owned the American V iking 
Co., were going to operate these ships for United Tanker. And that 
is the only information I have with respect. to that. 

Mr. FuanaGan. You mean she was going to operate the ships that 
you would make available to United ¢ 

Mr. Casey. That is right. 

Mr. FuanaGan. The record of this hearing shows, Mr. Casey, and 
1 think you were present when we made this point, that the Maritime 
Commission in a meeting on January 22 approved your amendment 
No. 4, wherein you requested authority to Sines title of these vessels 
in National Tanker. The record also shows that that amendment that 
you had prepared and signed was not received at the Commission until 
2 or 214 hours after the meeting adjourned. 

Now, at this time, do you have any recollection of what you did to 
present this picture to the Maritime Commission? You heard about 
it on the 21st; they acted on the 22d. Can you tell us what you did in 
the intervening 24 hours to get this knowledge before the Commission 
so that they could act on it? 

Mr. Casey. Well, the letter of Mr. Klein’s was the schedule and 
the mode of operation. That outlines it. It was addressed to Mr. 
Holmes and to me. Mr. Holmes went to see the chairman of the Com- 
mission, Admiral Smith. 

Mr. FranaGan. When? On the 2ist? Or the 22d? 

Mr. Casey. I don’t know. I simply think that because that letter 
was sent from New York on the 21st 1t must have been received here on 
the 22d and that it was the 22d that Mr. Holmes went to see Admiral 
Smith. 

After Mr. Holmes saw Admiral Smith, I saw Commissioner Mellen 
and Commissioner McKeogh. 

Mr. Franacan. The same day? 

Mr. Casey. I think it was the same day. 

Mr. FianaGan. Was it in the morning or the afternoon that you 
saw McKeogh and Mellen? 

Mr. Casey. In mv best recollection it was in the afternoon. 

Mr. FuanaGan. They made the decision in the morning? 

Mr. Casey. I don’t think that is correct. 

Mr. Fianacan. All we know is what is on the official records of 
the Commission. But go ahead. We will try to solve this. 

Mr. Casry. I was puzzled by it, too; but I think that what hap- 
pened was that after Mr. Holmes saw Admiral Smith, the Chairman, 
and told him about Standard Oil not taking the ships, and about the 
proposition of United chartering them on an application, the Chair- 
man, having in mind the application of United Tankers, and Mr. 
Holmes telling him, I think, the complete story in accordance with 
Mr. Klein’s letter—I think that at some subsequent time, and I think 
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it was subsequent to that meeting, he telephoned the other members 
of the Comraission. 

Mr. Franacan. Who was this? 

Mr. Casey. I think Chairman Smith, the way I reconstruct it— 
that this was not an original application for ships. These ships 
had been allocated ; and this was more or less a technical giving of the 
ships to another corporation, but with the same stoc kholders, and 
therefore was not of the same importance as giving an original appli- 

cation, three ships. The ships had been given out by the Commission. 
i I think that, under those cire capeente he called the other Com- 
missioners and asked them if it was all right for him to tell the 
secretary to 70 ahead, to go ale: ad and form: lize this. 

Mr. Franacan. And then you think that the secretary formalized 
it in the minutes, although the matter never came before the Com- 
mission ¢ 

Mr. Casey. That is my interpretation. And I have here a memo- 
randum dated January 23, 1948, which is called A Conversation With 
Radner. ‘That Radner is William Radner, who died several months 
ago. At that time, he was a lawyer who practiced before the Mari- 
time Commission, a man who made a specialty of practicing there, 
and who was working for the Marine Transport Co., and I think was 
working for us in the acquisition of these ships. 

Now, on January 23, 1948, this slip called Conversation With Rad- 
her—— 

Mr. FranaGan. Who was having that conversation, now? 

Mr. Casry. It is a telephone conversation between Mr. Radner 
and me. 

Mr. Fuanacan. Oh. Go ahead. 

Mr. Casey. It is January 23, 1948. It says: 

The Commission agrees— 
this is my memo— 

The Commission agrees that title to the vessels may be taken in the name of 2 
new corporation, to be organized under the laws of the State of Delaware. The 
new corporation is to have the same officers, directors, and shareholders, as the 
American Overseas Tanker Corp. The sale is to be on a 100-percent-cash basis 
and under American registry. Secretary A. J. Williams will issue a memo to the 
Chief, Large Vessels Sales Division, with a carbon copy to all the other divisions, 
that at such und such a meeting the Commission took the following action. 
Approved amendment No. 4 authorizing the sale of three tankers, the Meacham, 
the Kettleman Hills, and the steamship Antelope Hills, taking title in the name 
of National Banker Corp.—— 

Mr. Franacan. Right at that point, Mr. Casey: Had you talked 
with Mr. Williams, the secretary of the Commission ? 

Mr. Casry. No. 

Mr. Fuanacan. It was Mr. Mellen or Mr. McKeough, then, who 
probably told you that Williams would take this action? 

Mr. Casry. No. 

Mr. Fuanacan. Who did? 

Mr. Casry. I didn’t know until I got this that Williams had taken 
this action. 

Mr. FLanacan. Oh, this is Radner telling you ? 

Mr. Casey. Yes. 

Mr. Franacan. Oh, I am sorry. I had it the other way around. I 
thought you were telling Radner. 
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Mr. Casey. But I rather think that any notations that action was 
taken at a meeting are negated by the fact that on January 23, the 
day after, I am informed “by Mr. Radner that “Secretary Williams 
will issue a memo that at, such and such a meeting the Commission 
took the following action.” 

Therefore, my ‘explanation i is that while the minutes of that meet- 
ing say it took place at such a meeting, I think it took place informally, 
later. ' 

Mr. Franacan. Of course, as you know, an amendment at this time 
had to be formally acted upon by the Commission. And if the matter 
was acted on in that fashion, Mr. Williams, the secret: ry, did a very 
good job of it. Because here we have the minutes of the January 22 
meeting, which was on the morning of the 22d, probably before you 
or Mr. Holmes had discussed it with the C ommission, and it relates 
the problem here, and then it says, “The Commission by a yea vote, 
Vice Chairman McKeough, Commissioners Carson and Mellen, ap- 
proving,” and soon. This is already in the rec ~ 

Senator Nrxon. As I understand it, Mr. Casey, neither you nor 
any of these people as far as you know ever submitted this matter to the 
Commission before the morning of the 22d. That is why you ques- 
tion whether this action took place? 

Mr. Cassy. That is correct. 

Senator Nixon. Mr. Flanagan, so that T can avoid any confusion 
in my own mind as to this matter, this is a different instance than the 
one previously, where the original application, amended application, 
for the ships, was filed; is that not correct ? 

Mr. Fuanacan. Yes. This is the one for the three vessels, asking 
for authority to place title on the three vessels in the newly formed 
National Tanker Corp. 

Senator Nrxon. And in that instance as well, was there a similar 
type of activity ? 

Mr. Fuanacan. No, not similar. In the other instance, the one 
you are thinking of, it was September 1947, when they came in and 
filed an amendment before the Commission 20 minutes after the Com- 
mission had changed its policy. That is the one we discussed yes- 
terday. 

Well, now, your theory of this and the facts that you state would 
seem to be borne out by the fact that the amendment which you 

signed and which you undoubtedly hand-carried to the Commission 
on the afternoon of the 22d bears the time stamp 2:45 p.m. Do you 
recall that ? 

Mr. Casey. I recall it coming out here yesterday ; yes. 

Mr. Fianacan. So in view of that, you now say that it was quite 
likely that you did, on the afternoon of the 22d, go down to the Com- 
mission and turn in this amendment No. 4, and it was time stamped 
at 2:45. Is that correct? 

Mr. Casey. That would be my theory; yes. 

Mr. Fuanacan. And that these minutes were just made up to look 
formal, after the whole thing had been accomplished. 

Mr. Casey. I think it was a telephonic arrangement between the 
Chairman and his Commissioners, getting their consent to talk to the 
secretary, who later put it in a meeting, and my theory is buttressed 
by the fact that I got this telephone call the next day saying that 
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Secretary Williams will say that in such and such a meeting, the 
Commission took the following action. He says he will. That is 
January 28, the day after. 

So if he is going to say it took place at such and such a meeting, it 
must have been done the next di ay. 

Mr. Franacan. And do you have a recollection of discussing this 
matter with Commissioner McKeough on the afternoon of the 22d, 
going into his office ? 

Mr. Casey. I think it was the 22d. 

Mr. Fuanacan. Anyway, it was the first day you went down there ? 

Mr. Casey. The first day I went down with this amendment; yes. 

Mr. Franacan. And it couldn't very likely have been the morning 
of the 22d ¢ 

Mr. Casry. I don’t think so; no. 

Mr. FuanaGan. It was the afternoon of the 22d, or after, after that ? 

Mr. Casey. That is right. 

Mr. Franacan. And you also have a recollection of discussing this 
personally with Commissioner Mellen ? 

Mr. Casey. Yes. 

Mr. Franacan. And did you discuss with him the fact that if they 
would give theix telephonic consent to the admiral, you could have 

t formalized on the record ? 

Mr. Caster. I think T told them that Admiral Smith would probably 
call them on the telephone and ask them for their consent. And I also 
had told them of the conversation between Mr. Holmes and Admiral 
Smith. 

Mr. Fnanaacan. And do you have a recollection now of sett ing up 
this corporation on the morning of the 23d, sending it over to Dela- 
ware ¢ 

Mr. Casry. No; my recollection is that that corporation went to 
Delaware on the 21st of January, or the 22d. And I called the Corpo- 
ration Trust in order to check on this, and they said it arrived i 
Wilmington too late that day for them to get it to Dover and have it 
receive approval, State approval. 

So it was the following day they brought it to Dover and got the 
approval. And that accounts for the delay in the corporation. 

Mr. Franacan. And what did you tell the Commissioners about the 
corporation? That you were in the process of incorporating it? 

Mr. Casey. I think that is right. And I think right up until then 
we talked about a corporation to be formed, to be called National 
Corp. 

Mr. FiranaGan. Did you also tell the Commissioners that you were 
negotiating with the United Tanker group to charter the vessels and 
to give them an irrevocable option on the stock ? 

Mr. Cassy. I don’t know, in just those words, but I am sure in sub- 
stance; yes. 

Mr. Fuanacan. You are sure in substance you told Mr. McKeough 
and Mr. Mellen that while National was going to take title to these ves- 
sels, you were really planning to charter them and sell them, lock, 
stock, and barrel, to United ? 

Mr. Casey. That is my recollection. I don’t know about lock, 
stock, and barrel, and the words you used, but the substance of it. 

Mr. Franacan. Well, that is what it would amount to. 
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Mr. Casey. It is nota contract. An option; yes. 

Mr. FuanaGan. As far as you were concerned, once you entered 
into the option agreement, you would have to go through with it. 
The only one that “had any option was the potenti: ial pure haser. You 
didn’t have any option not to sell. They had an option not to buy. Is 
that correct ¢ 

Mr. Casry. They had an option not to buy, and they had an option 
whereby they would have to buy and exercise it between September 
15 and October 15, 1948. 

Mr. Fuanacan. Yes. But if they decided to buy, which they did, 
during those dates, there is nothing you people could do about it. 
You had to sell. 

Mr. Casry. That is right. 

Mr. Fuanacan. We will place this copy of a letter dated January 
21, 1948, in the record. There is no signature on it, but it has been 
testified it is from Mr. E. Stanley Klein, addressed to Mr. Holmes 
and Mr. Casey. That will be placed in the record as an exhibit. 

Senator Hory. It will be exhibit 20. 

(The copy of the letter referred to was marked “Exhibit 20” and 
will be found in the appendix on p. 689.) 

Mr. Fuanacan. Now, your application or your amendment to the 
application, of the 22d, states that title to these vessels will be taken 
in National Tanker, and that National Tanker has identical officers, 
directors, and stockholders as AOTC. 

At the time of pee conversations with these Commissioners, on 
the 22d or the 23d, or any time thereafter, did you formally or in- 
formally advise any one in the Maritime Commission that Mr. Chung- 
ching Wei was to be or already was the assistant treasurer of your 
corporation, and that you could carry on no financial business without 
his countersignature ? 

Mr. Casey. I didn’t dothat. I know I didn’t. 

Mr. Fuanacan. Did anybody, to your knowledge ? 

Mr. Casey. Not to my know ledge. 

Mr. Franacan. As a matter of fact, isn’t it true that Mr. Wei had 
as much or more power than you did as president of the corporation / 

Mr. Casey. I think that is probably true. During the period of this 
charter with the option ¢ 

Mr. Franacan. Yes. 

Mr. Casry. That is right. 

Mr. FranaGan. During the period from January 1948 to October 
1948, when they exercised their option ? 

Mr. Casry. That is right. 

Mr. Fuanacan. At the time your group entered into that option 
it ran from January to September. That would be 8 months, I 
believe, 7 or 8 months. 

Was there any reason that you knew of why they made that a 7- or 
8-month option rather than a 3-month option? 

Mr. Casey. I don’t know. I wasn’t present at the drawing up of 
the option and the contract. But I do know that when this option 
came due in October 1948 they didn’t have the money to pay it. And 
we had a discussion as to what course we would follow. And it was 
settled and compromised by extending the period of the option and 
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by their giving us a down payment and making arrangements for three 
other payments, the last of which would become due in January 1949. 

Mr. Fuanacan. Back to my original question, Do you have any 
idea 4! they made that option run over 6 months, let us say 

Mr. Casry. I don’t know. I think it was probably because United 
T: s could utilize the money or was a little tight for money. 

Mr. Fuanacan. Did you ever discuss the length of that option, the 
period of the option, with Mr. Franz or any other of your associates / 

Mr. Casry. No 

Mr. FianaGan. Did it ever occur to you that if you had made 
that option under 6 months, and it had been exercised, you couldn't 
sell that stock and claim a capital gain; that you would have to pay 
the full rate of tax on it / 

Mr. Casry. I don’t know that I ever thought about that. 

As a matter of fact, in that connection you will note that I had 20 
percent of this co ‘poration at the time, and vet I got 15 percent. 

Mr. FLANAGAN. | plan to go into that. 

Mr. Casey. Is that so? All right. 

Mr. FLuanaGan. But in the same regard, did the tax problem ever 
enter into it 

Mr. Casry. I didn’t hear about it ; no. 

Mr. Fuanacan. You didn't hear your associates discuss that 
should make it over 6 months? 

Mr. Casry. That is right. 

Mr. FuanaGan. Because, you know, had it been under 6 months, 
then had they exercised the option you couldn't have taken a cap 
ital gain. 

Mr. Casry. That is right. That is why I was about to tell you that 
little story which you are going to bring rs later. 

Mr. FLANAGAN. Do you recollect, Mr. Case y. the general prov isions 
of the agreement of January 24, 1948, th at was entered into between 
National and United Tanker ¢ 

Mr. Casey. I think I have a copy of it. 

Mr. Fuanagan. Yes. It is in the record. We won't have to read 
the whole thing. J will just recite, here, some of the major provisions 

It provided ‘that United was to lend you, National Tanker, all of 
the money to buy the tankers; that National agreed to bareboat char- 
ter these ships to United after they vot them; that National agreed 
it wouldn’t enter into any business other than chartering to United: 
and that the assistant treasurer of your company would be a person 
satisfactory to United. It is pretty clear to me, and I want to ask 
your opinion about this, that National Tanker, of which you were 
president, couldn’t do anything except deal with United Tanker. 
Isn’t that right ? 

Mr. Casey. That is right. 

Mr. FLaAnaGan. Did you, as president of the corporation, during the 
time you remained president, ever do anything in the active manage- 
ment of National ? 

Mr. Casey. I think that I must have done something. I can’t re- 
call. Thad to sign papers and things of that sort. 

I don’t recall doing anything that was memorable about it. 
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Mr. Fianacan. Aside from signing papers, that would have to 
bear your signature : as president, do vou recall anything else that you 
as president “of that corporation did? 

Mr. Casey. No. 

Mr. Franacan. What was the purpose of the corporation ? 

Mr. Casey. Which corporation ? 

Mr. Fianacan. National. 

Mr. Casry. The corporation had to be formed for us to take the 
ships, no matter whether we sold them to United or to whom we sold 
them or disposed of them. Because under the contract sae 
between Metropolitan Life Insurance Co. and American Overseas 
American Overseas having been granted these three ships by the Mari- 
time Commission, there was a provision which made it impossible to 
enter into any contractual operations with anybody else; I mean, 
render it impossible for American Overseas to negotiate any new con- 
tractual obligations. So we had to have a new company. 

Mr, Fuanacan, [realize that. But when I ask that question, I sa 
What was the purpose of the corporation, in view of the iron- Hod 
agreement you had with United? Did the corporation serve any 
purpose other than a vehicle through which these ships could be 
turned over to United and you could sell the stock to United? Did 
it have any other purpose ? 

Mr. Casey. It had the purpose of taking these ships which had been 
awarded to American Overseas but because of this contract provision 
couldn't be taken by American Overseas. Therefore, what it had, 
what ee had, was an allocation of three ships. And I want to 
stress that, because, while it may not be important to the committee, 
I have been reading—for which the committee has no responsibility— 
in the papers about the $1,000 that made $450,000, as though it were 
an appreciation of a stock of $1,000 into $450,000, That, ‘of course. 
was not the case. The $1,000 was used merely to form a company 
with three original incorporators, so that you would have National 
Tankers Corp. But what National Tankers Corp. had was an alloca 
tion of three ships, three tankers, which United wanted; and United 
at that time had a contract to carry oil, and they wanted these ships. 
And therefore the $450,000 was not for the $1,000 stock. It was to 
get the employment of these three ships in order to fulfill its contract 
to carry oil. And that was a different proposition. 

Mr. Leece. Isn’t it true that you didn’t sign your contract of sale 
with the Commission until January 29 on these three vessels. And 
isn’t it true—— 

Mr. Casey. Let me take that question first. 

Mr. Leecr. Yes. 

Mr. Casey. I have that contract of sale with the Commission. And 
the date is the 31st of December 1947. 

Mr. Lerce. That is the allocation. 

Mr. Casry. “Contract of sale of war-built vessels between United 
States Maritime Commission * * *.” Tt reads, “contract of sale.” 
Now, I want to clear that up, because I think it is important in another 
respect. I think that the actual date of the signing of the contract 
was January 29, whatever date it was Mr. Leece said. 

Mr. FLanaGan, January 29. 

Mr. Casry. The 29th. But that date is crossed out: and written in 
with pen and ink is the date “the 31st day of December 1947.” And 
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at the back of it the parties all signed as of the above date. So that 
it would appear from this contract that it was the 31st of December 
i047, where, as a matter of fact, it was January 29, 1948. We suffered 
» loss because of that change. That change wasn’t put in by us. That 
change happened because ‘somebody down in the Maritime Commis- 
sion, some subordinate down there, changed that date. And I think 
thereby our responsibility for damages, for repairs for the ships, be- 
came greater by virtue of it appear ing the at we had that contract signed 
before the end of the year, whereas we didn’t get this contract actually 
signed until January 29, 1948. So that I view with mild incredulity 
inv dates that are set down on the Commission papers, stamped, writ- 
ien, or otherwise. Because, obviously, this contract, which I will be 
happy to submit, was changed from its actual date of January 29, 1948, 
to December 31, 1947. 

Mr. Fuanacan. That will be placed as an exhibit in the record. 

Senator Horry. It will be exhibit No. 21. 

(The contract referred to was marked “Exhibit 21” and will be 
found in the appendix on p. 689.) 

Mr. FLanacan. I have a letter here, Mr. Casey, dated January 31, 
048, from Mr. Helmbold, Chief of the Bureau of Operations of the 
Maritime Commission, to the National Tanker Corp. And this is 
already in the record, as you are aware. 

The first paragraph of the letter is not important for this question. 
ft has to do with matters involving repairs to the vessels. But in the 
second paragraph it says: 

In this connection reports have reached the undersigned that these vessels 
have been offered by you for resale to other interests. We should very much 
ippreciate a prompt statement from you as to whether or not you have in mind 

resale of these vessels now or at a later date 
He refers tothe Antelope Hills, the Hettleman Hills, and the Meacham. 

_ the fact is, as the record here shows, and I believe you will agree 

ith me, that on this date, January 31, your group had already entered 
nto agreements with the United group to charter the vessels and to 

ve an irrevocable stock opt ion. Isthat correct ? 

Mr. Casey. I don’t think they had. What date did you say that was? 

Mr. FranaGan. January 31, 1948, 

Mr. Casry. I mean, you said that on such and such a date our group 
had already given—- 

Mr. Fuanacan. I said prior to this date your group had already 
entered into an agreement. 

Mr. Casey. I think there was a rough draft with respect to that, and 
that was executed February 6. 

Mr, FLanaGan. Now, in reply to Mr. Helmbold, we have a letter, 
which is exhibit 15 in the record, dated February 2, 1948, addressed 
to the Commission, attention Mr. Helmbold, signed by yourself, 

The first three paragraphs of the letter have to do with technical 
problems. In the last paragraph, you answer Mr. Helmbold’s question 
ind you say this: 

It is our intention to bareboat these vessels to another American company. 
lt is the present intention of this company to retain title to these vessels indefi- 


tely. Obviously, no statement can be made at this time as to what its position 
nay be with respect to resale at some time in the future. 











110 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Now, Mr. Casey, in light of the present facts, do you say that that 
was a statement of fact, that was given to the Commission in this letter 
of February 2? 

Mr. Casey. Oh, I don’t say it was a statement of fact that was given 
to the Commission. I say that the statement of fact that was given to 
the Commission was a much more detailed statement. 

Mr. Fuanacan. I am asking about this letter. You can get into 
those later. You will havea full chance to explain. 

This letter, which was signed by you, said : 

It is the present intention of this corporation to retain title to these vessels 
indefinitely. 

That was not a true statement of fact at the time, was it ? 

Mr. Casey. Yes. 

Mr. FuanaGan, It was? 

Mr. Casey. Yes. 

Mr. Fuanacan. That it was your “present intention to retain title 
to these vessels indefinitely” ? 

Mr. eee It was the intention. That letter you will notice is 
addressed to National Tankers. 

Mr. Fuanacan. That is right. 

Mr. Casry. And therefore it is being answered by National Tankers. 
And I, as president, answered with the intention. 

Mr. Fuanacan. Had that letter been sent to American Overseas, 
then the statement would not be true, would it ? 

In other words, you are quibbling about words, aren’t you ‘ 

Mr. Casey. I think that was technically correct, that letter. | 
think that isa good way to characterize it. 

Mr. Fuanacan. It wasn’t a full disclosure, though. 

Mr. Casey. And I would like to tell you why. 

Mr. Fuanacan. Allright. Go ahead. 

Mr. Casey. The Maritime Commission had had a complete and full 
disclosure before this letter was written. I am now talking about 
the Commission itself. I appreciate that this happens 5 years afte 
this transaction, and it is a little difficult for human memories to 
remember what happened. But I understand that the five members of 
the Maritime Commission, including the Chairman, say there was no 
disclosure made. 

There was a disclosure made, and it is fortunate that we have som« 
records in order to establish accurately what took place 5 years before, 
to see whether or not there was a complete disclosure before the 
Maritime Commission. 

Now, on February 13, 1948, a very close date to these proc eedings. 
Admiral Smith, with Mr. Helmbold, whose signature appears on that 
letter being present, and other Commissioners being present—on 
February 13, 1948—said before the Committee on Merchant Marine 
and Fisheries of the House of Representatives, and I quote; it is on 
page 96: 

Admiral SMITH. One company, under the American flag, called the American 
Overseas Tankers, previously bought five tankers under the Panama flag and 
recently three under the American flag, and they have chartered them under the 
American flag to a so-called United Tankers, which operates between the Persian 


Gulf and Shanghai and Chinese ports. It flies the American flag and is something 
slightly over 50 percent American-owned, but I understand it is Chinese capita! 


Now, I understand they have placed in their contract an operation for the 


charter at the end of 1 year to purchase those three ships. 
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[ submit that that word “operation” meant “option.” 


Mr. BraDLey. At the end of 20 years? 

Admiral SMirH,. At the end of 1 year. It is still American-flag operation, of 
course. 

Now, I think that that shows, on the part of the Chairman—we were 
very fortunate to be able to dig that up—that the Chairman of the 
Commission had the facts fully “and completely disclosed to him, and 
here on February 13 a committee of the House of Re »presentatives had 
all the fac ts comple ‘tely disclosed. 

Mr. Franacan. May I see that book, Mr. Casey ? 

Senator McCietLan. May I ask you a question there, Mr. Casey? 
Do you contend that vou dise ‘losed those facts to the Commission ? 
Or had the Vv ascertaine 1d those facts from other sources ? 

Mr. Casry. I contend that Mr. Holmes saw Admiral Smith and dis- 
closed those facts to Admiral Smith. 

Senator McCietnan. You mean Mr. Holmes who was associated 
with you had disclosed those facts? 

Mr. Casty. That. is right. 

Senator McCietian. Then, if those facts had been disclosed, why 
was there occasion for them to write the letter some few days later? 

Mr. Casey. I didn’t see any occasion for them to write the letter 
these few days later. 

Senator McCietian. That is somewhat significant, is it not, that 
your interest had not disclosed the facts, and would indicate that they 
had discovered those facts from other sources and had testified to them 
there a few days earlier, before they wrote the letter inquiring about 
your purpose and intention ? 

Mr. Casey. Those are not the facts, however. Senator. The facts 
are that these facts which Admiral Smith has disclosed, as I read to 
you- -ana very fortunate we were to discover it—are the facts which 
were given to him by Mr. Holmes before any action was taken, 

Senator McCieinan. That is your sti itement. and I am not saying 
that it is not true. [am not challenging your statement. Except, if 
the facts had been revealed by your interests, by your associates, I 
cannot understand why just a fe Ww days ater the sy would write you 
asking for the same information. 

Mr. Casry. They didn’t write the letter. None of the Commission 
wrote this letter. This was not 2 Commission letter. This was by a 
man whose position was down in a subordinate position. It was not 
written by the Commission. It was written by Mr. Helmbold, whose 
position in the Commission had to do with ship operations. And it 
was notona polic, v le vel. 

Senator McCietnan. Well, Mr. Helmbold was certainly under the 
direction of the Commission. He was not acting independently. He 
had a service and a duty to perform in the Maritime Commission serv- 
ice, did he not ? 

Mr. Casry. He did. But this didn’t come within his purview. 

Senator McCriectan. You mean that the fact that the Commission 
would have the information would imply that we could make the 
deduction that Mr. Helmbold did not have it, because he was on a 
lower echelon and therefore undertook to ascertain this information 
from you without having consulted with the Commission about it 
beforehand ? 
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In other words, it seems to me that if the Commission already kney 
it and had already testified to it, and that information had come fron 
you or your associates to the Commission, there would certainly b: 
no occasion for a subordinate official in the Maritime Commission t: 
write you the letter that was written. 


Mr. Casey. Senator, I would like to answer that. My experience, 


our experience, with the Commission, was that we were constantly 
getting, not from the Commission itself but from these lower echelons, 
handicaps and blocks thrown in our way. 

For example, when it came to the selection of ships awarded us }) 
the Commission, we got practically the worst ships down there, fro: 
the subordinates. When it came to a signing of the contract, subo1 
dinates crossed out and the actual date of signing the contract and pu 
in another date, in order to put additional expense upon us. When | 
came to a question of the cost of putting these ships in class, subordi 
nates in the Commission determined that American Overseas woul 
have to bear that burden to the tune of over $500,000. 

So that when I received that letter from Mr. Helmbold, I knew th: 


Commission knew, I knew from my conversations with Mr. Holmes, 


who had told me what he had told Admiral Smith, and I in turn hac 
seen Commissioner Mellen and Commissioner McKeough and _ told 
them of Mr. Holmes’ conversations. I knew, and there was no doub' 
in my mind but what the Commission knew. I am simply saying tha: 
these minutes of the meeting held a few weeks thereafter substantiat: 
what we already knew to be the truth, that Admiral Smith knew all o! 
these facts in detail. 

Senator McCLe.tian. Well, now, just one other thought : Assuming 
that your version of it is correct, then it certainly indicates what may 
have been true, very poor administration and inefficiency on the pa 
of the Maritime Commission of that time. Is that correct? 

Mr. Casey. I think it does. 

Senator McCLeLLan. Well, it is one of the two. I assume M: 
Holmes will be here to testify, and others, and that can be cleared up 
But it did look very strange to me that, if they got the informatio: 
from you or your associates, a letter of that character would be writte) 
a few days later. 

Mr. Casey. It looked very strange to me. 

Senator McCieitian. And it certainly is entitled to be and shoul: 
be cleared up, so that we have accurate information about it. 

That is all at this time. 

Senator Munpr. Do you know on what date Mr. Holmes gave that 
information to the Commission ? 

Mr. Casey. I did not hear the question. 

Senator Munpr. Do you know on what date Mr. Holmes gave that 
information to the Commission ? 

Mr. Casey. My best recollection would be that it was on the 22d of 
January. 

Senator Munpr. Was it in the form of a written memorandum ? 

Mr. Casey. A personal visit. 

Senator Munpr. Were you present at the visit? Were you there? 

Mr. Casry. No: I was not. 

Senator Munpr. You were reporting what Mr. Holmes told you ‘ 

Mr. Cassy. At that time Mr. Holmes was an office associate o! 
mine, and I am reporting what he told me. 
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Mr. Fianacan. In an effort, mi Casey, to clarify this point, let 
me point out that this exhibit No, 15, or part of the exhibit, which is 
the letter of January 31, signed by Mr. Helmbold—and he, in- 
cidentally, is Chief of the Bureau of Operations, which asks this in- 
formation of you—indicates that copies were sent to the Chairman of 
the Commission, to all of the Commissioners, to several other officials 
of the Commission, And in your reply, which was addressed to the 
Commission itself, to the attention of Mr. Helmbold, you made the 
statement, the categorical statement, “It is the present intention of 
this corporation to retain title to these vessels indefinitely.’ 

Now, you indicate or intimate that Helmbold or somebody in the 
Commission is attempting to hamper you people. 

Do you say that your reply to Mr. Helmbold is a full and complete 
disclosure of the facts as you know them at the time / 

Mr. Casey. Of course, I don’t say that. I say my reply to Mr. 
Helmbold was a technical reply and a curt reply, because of what I 
have pr ev iously told the com mittee. 

Mr. FuanaGan. And will you also say it was not a factual re ply ¢ 

Mr. Casey. No, I won't say that at all. 

Mr. Franacan. Will you say it wasn’t a full and frank reply? 

Mr. Casey. That I will agree to. 

Senator McCiectan. Let me ask one question there. 

Would not the natural thing have been, in your reply to that letter, 
since you were addressing your reply to the C ommission, to refer to 
the conversation that Mr. Holmes had held with the Commission, in 
which he had given you that information’ Would you not naturally 
say that, that Mr. Holmes had told you that? Would that not be the 
natural thing ¢ 

Mr. Casry. I don’t know whether it would be natural or not. | 
know the Commission had all the facts disclosed to them. 

Senator McCrettan. Would you not normally say. as the natura] 
thing: “As Mr. Holmes advised me on a certain date,” or, “at a cer- 
tain time,” instead of just writing the curt reply, as you indicate you 
wrote, and as it indicates / 

Mr. Casry. I don’t know what would be normal. I am giving you 
my state of mind at the time, Senator, with respect to these sub- 
ordinates in the Commission. 

Senator McCiettan. Well, I can appreciate that. If you or your 
associates had already received the information, it would seem to me 
that you would simply : ave referred to that conversation in this letter. 

Senator Nixon. Mr. Casey, I think vour reference to subordinates 
may possibly be we a ta unless it is clarified. Now, as I under- 
stand you, your dealings, the dealings of your group, were primarily 
with the Commissioners themselves? 

Mr. Casey. That is correct. 

Senator Nrxon. Of course, as you are aware, most yearn are not 
fortunate enough to get clear to the top, and most of us, particularly 
those who have problems with the various Governme) ¥ ‘aunties dea] 
throsae subordinates. 

Mr. Casey. Senator, before you leave that point: Not in this case. 
The Commissioners’ offices were as full as a busy dentist’s office, with 
applicants sitting in the waiting room. 

Senator Nixon. Let us suppose there were some people who could 
not get in to see the Commissioners. If their offices were that full, I 
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suppose it would take some amount of influence, shall we say, to get in. 

Mr. Casry. I don’t think it took any. 

Senator Nixon. It did not, even though they were full? 

Mr. Casey. I don’t think it took any influence to get in. 

Senator Nixon. Now, was Mr. Helmbold one of the subordinates 
who put road blocks in your way ? 

Mr. Casey. I don’t know. 

Senator Nixon. Well, that was the inference a few moments ago. 
I was just wondering if that was the case. [I am trying to get an ex- 
planation of this letter. 

Mr. Casry. I don’t know. And this is the queer thing about it. 
After I got this letter, I talked to Mr. Radner, who was acting for the 
acquisition of these ships. He saw Mr. Helmbold, and he told me, as 
[ recollect it. that Mr. Helmbold knew that the Commission knew all 
of these facts. 

Senator Nixon. When was that? 

Mr. Casry. It was right after I had received the letter 

Senator Nixon. From Mr. Helmbold ? 

Mr. Casry. Yes. 

Senator Nrxon. Before you answered it ? 

Mr. Casry. Before I answered it. And that Mr. Helmbold said 
that he himself had not written the letter; that it must have been one 
of his subordinates; that he may have signed it, but that he had not 
written it. 

Senator Nixon. Then, as I understand your answer you did not 
consider that Mr. Helmbold’s letter was anything other than a routine 
request, and it was not intended to be a roadblock in the way of com- 
pleting the transaction. Is that right? 

Mr. Casey. The first part of that letter, which had to do with 
where the ships are, when you would pick up the ships, and who 


were going to repair the ships, was all a part of Mr. Helmbold’s 
job. 


Senator Nrxon. Routine inquiries? 

Mr. Casey. This last paragraph was, as I believed at the time I 
answered it, a paragraph inserted there by somebody other than Mr. 
Helmbold. And therefore my state of mind was, at the time, to answer 
technically. 

Senator Nrxon. And your state of mind, in other words, was at the 
time, that this somebody other than Mr. Helmbold was the person who 
possibly might have put a roadblock in the way of your operations. 

Mr. Casey. I didn’t know. 

Senator Nixon. Why answer technically, then? That is my point. 
I know you do not want to leave the implication here that you did 
not give a forthright reply to a letter unless there was a rood AX- 
planation for it. Because, on the face of it, it does not appear to be 
forthright. 

Mr. Casry. Well, T have a technically accurate reply. 

First, I was surprised at receiving the letter; not at the first long 
paragraph in the letter, which should have come from the Bureau of 
Operations, but at the second. I was surprised, because I knew that 
the Commission had had a full and complete disclosure of all the facts 
with respect to this. 

But in addition to Mr. Holmes’ talking to Admiral Smith, there 
had been an application on the part of United Tankers down there, 
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which recited and completely disclosed United Tankers’ stockholders 
and what they were going to do, and I had been to see two Commis- 
sioners myself and had told them of Mr. Holmes’ conversation with 
the Chairman. 

Senator Nixon. Now, my point is this: Was there a purpose in 
writing this letter in this very technical manner, your reply to this 
letter 4 Was your purpose in writing the letter in th: at manner, the hh, 
to as a matter of fact keep this information which was known to these 
Commissioners from this subordinate below the subordinate Helm- 
bold, to keep from knowing it whoever was interested in getting any 
information ¢ 

Mr. Casry. My purpose was not to voluntarily go into details. 

Senator NIxon. In other words, you did not want to stir up trouble. 

Mr. Casey. That is right. 

Senator Nixon. And you thought that by making a complete dis 
closure in the letter, the trouble might be lead up at the lower levels. 

Mr. Casey. I thought a letter running around through those lower 
levels with complete disclosure would have stirred up trouble and 
would have delayed the disposal of these ships. 

Senator Nixon. In other words, the deal had been arranged at the 
top levels, and you did not want to have anything happen at the lower 
levels that might throw a monkey wrench into the machine ry. Is 
that right ? 

Mr. Casey. That is right. Because the mention of Chinese might 
have started a lot on the lower levels, anything. There was a lot of 
gossip going around there, and we knew we had got delays and 
had got a lot of blocks thrown at us. 

Senator Nixon. You mean that some lower-level employee, if he got 


this information, which was known at the top level, might then hav 
begun to pass the information around and delay the deal; is that right 4 
Mr. Casey. I think that is correct. And besides that. on February 


t Mr. Goertner gave his opinion in the letters. on February 4, whic! 
held that this was a qualified domestic corporation, and stated that 
he had studied the December option, which sets forth all of this. 
So we knew that counsel also knew about it as well as the 
Commissioners. 

Senator Nixon. Why would you have any fear that anybody in the 
Maritime Commission would know anything about this ¢ 

My point is that I cannot understand the failure to just make a 
complete disclosure up and down the line, if vou had cleared it at the 
top levels. 

Mr. Casry. Well, they could cause you a great deal of delay. And 

. letter down there in those files was not a letter that was private in 
any sense, I think the public saw the files. There were other people 
looking for ships. I think that there were many subordinates down 
there who had favorites. And a letter lke that running around the 
files might have been used to embarrass and delay this transaction. 

Senator Nixon. In other words, a letter like that im the files, 
the complete disclosure, might have come to the knowledge of sub 
ordinates who did not know about the deal, or it might have come to 
the knowledge of the public, or it might have come to the knowledee 
of some of your competitors, and you did not want any of those things 
to happen. 


hs 
making 
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Mr. Casey. That is right. Because it would have delayed the 
transaction. 

Senator McCietitan. Mr. Chairman, just one question. 

You say this letter was a technical reply and with regard to the 
facts it was technically correct; I mean, your reply. Your reply on 
February 2 to the letter from Mr. Helmbold you refer to as a technical 
reply, or a reply in technical aspect. 

Mr. Casey. I think that is true. 

Senator McCLetian. Do you say now that your reply is techni- 
cally correct ? 

Mr. Casey. I think it is. 

Senator McCiettan. How can you say that, when prior to that date 
you had definitely entered into an agreement, a written agreement, 
which was confirmed on January 24, to sell all this stock and trans- 
fer it to the National Tanker C orp. ¢ How can you say that letter 
even technically reveals the facts ? 

Mr. Casry. Because that letter was written to National Tankers 
Corp. It was a reply of National Tankers Corp. The letter asks 
about the resale of ships. The reply stated that title was to remain 
in that corporation. 

Senator McCietitan. Which corporation, by your letter, did you 
mean to imply that the title would remain in ? 

Mr. Casry. National Tankers Corp. 

Senator McCietian. National Tankers Corp. ? 

Mr. Casry. That is right. 

Senator McCiettan. And to whom was the stock to be sold ? 

Mr. Casty. There was an option on the stock which was held by 
United Tankers. 

Senator McCretian. United Tankers Corp. The inquiry, then, as 
to vour intent about transferring the stock was, did you interpret it to 
mean, whether the National Tankers Corp. was going to sell the ves- 
sels or transfer stock ? 

Mr. Casry. It was addressed to National Tankers and asked about 
the resale of ships with respect to National Tankers. National Tank- 
ers was not reselling ships and didn’t contemplate reselling ships. 
National Tankers remained a corporation, with the title to the ships in 
National Tankers even after the option was exercised. 

Senator McCietian. Well, to whom was the stock to be transferred ? 

Mr. Casry. To United Tankers. 

Mr. Lerce. What you are saying, Mr. Casey, is that the National 
Tanker Corp. would retain title to the wee bi the stock in the Na- 
tional Tanker Corp. would be sold to the United Tanker Corp. 

Mr. Casey. If the option was exercised. 

Mr. Lerce. So that you are playing on words. 

Mr. Casey. I am not playing on words. At that time the option 
hadn’t been exercised. It was merely a charter with an option. 

Senator McC.ietian. Is this exhibit 11 to the testimony in this case 
not an option to sell the stock, dated January 24, confir med to United 
Tanker Corp. on January 24? 

Mr. Casry. That is right. 

Senator McCietitan. Was that not a fact in existence, a confirmed 
fact in existence, at the time you wrote the letter on February 2? 

Mr. Casry. That is right. 
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Senator Hory. As I understand it, Mr. Casey, you said “technically” 
for the reason that this was an option and not a sale. : 

Mr. Caster. That is right. 

Senator Hoey. So that. of course, when United exercised the op- 
tion, that would be a different thing. But up to this time they had 
not exercised the option. 

Mr. Casey. That is correct. 

Senator Horry. And therefore you said it was technically correct. 

Senator McCiettan. I do not see how it could be technic ally cor- 
rect. It is an irrevocable option. 

Senator Nrxon. He says that: 

Reports have reached the undersigned that vessels have been offered by you 
or sale to other interests. 

Now, your answer would not indicate that that was the ease, that 

=, that you had offered them for resale. You would not consider the 
fact that you had given an option at the time you answered this let- 
ter, an option to United Tanker, which we will admit had not yet 
heen taken up, but an irrevocable option to purchase all the stock in 
National Tanker—you would not consider that would be, wnder the 
circumstances, and offer for resale? 

Mr. Casry. No; I wouldn't consider it so. This is National Tanker 
that is replying. National Tanker continued to retain title to these 

1] Ss, 

Senator MeCLeLtian. Now after you sold all the stock of that com- 
pany, What would you have left? You would not have any ships left, 
would you ¢ 

Mr. Casry. That company still had the ships. 

Senator Nixon. But you would have the company. 

Mr. Casty. The stoc -kholde ‘rs would be different. 

Senator Nrxon. Yes. 

Senator Munpr. Mr. ‘asey attempts to justify his letter on two 
bases, one of which is sired Mr. Holmes had, on Janu: ary 22, told the 
Chairman of the Mari — Commission, Admiral Smith, this full set 
of facts. Obvious ly, Mr. Case Vy Was not there, and he has to rely on 
what Mr. Holmes told to ae 

In view of the fact that this is a very pertinent point in the whole 
case, | do not yr we should rely on hearsay evidence which is the 
best we can get Mr. Casey’s memory of 5 years ago. I think we should 
call both Mr. Holines and Mr. Helmbold as witnesses so that we can 
get down to direct testimony on this very important controversial 
point. 

Senator Hory. We expect to call them as witnesses. 

Mr. Firanacan. On that point, Mr. Holmes is in London, but I 

ive an affidavit which we can put in the record, and then if we still 
want Mr. Holmes we can make the proper arrangements. 

I will put it in the record at this point. It is in the form of an affi- 

vit. JT won't read the beginning. Mr. Holmes signed it. 

informed Admiral Smith of the intention of the National Tankers Corp. 
harter three tankers to the United Tankers Corp. with an option for the lat- 

to purchase the National Tankers stock at a later date. I pointed out to 
\dmiral Smith that the three ships in question had been allocated to the Na- 
nal Tankers Corp. with the proviso that they should be operated under the 
‘ican flag. I told him that the tanker market was not good and that the 
angement contemplated with the United Tanker Corp, was the only one we 
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had been able to find which would insure the employment of the ships. Com- 
mander Mooney was present during this conversation, and he reminded Admira} 
Smith that United Tankers was the firm that Mr. Newbold Morris had talked to 
the admiral about previously. I did not request specific, official approval of th« 
transaction, nor did Admiral Smith give specific, official approval. He did say, 
however, that he perceived no objection to it. 

I never discussed the tax implications of the American Overseas Tanker Corp. 
or the Greenwich Marine Panama Transport chartering and financing arrange- 
ment with any one in the Bureau of Internal Revenue. Counsel prepared a 
letter to the Bureau of Internal Revenue, in which a full disclosure of the ar 
rangement was made, asking for an advance tax ruling. This letter I signed 
as an officer of American Overseas Tanker Corp. I never discussed the request 
for a ruling with anyone in the Bureau of Internal Revenue. 

The material facts stated herein represent my best recollection of a conversa- 
tion I had with Admiral Smith, Chairman of the Maritime Commission, some 
time in January 1948. 

Jutius C, HOLMEs, 

We will place it in the record as an exhibit at this point. 

Senator Hory. That will be exhibit 22. 

(The affidavit referred to was marked “Exhibit 22” and will be 
found in the appendix on p. 694.) 

Senator Nixon. Do I understand from that letter, Mr. Flanagai 
that Mr. Newbold Morris has talked to Admiral Smith? 

Mr. FLanacan. That is what is stated there. 

Senator Nrxon. Concerning what the set-up was at United ‘ 

Mr. Fianacan. The same matter, he said. 

Senator Munpr. It is possible, then, that Mr. Newbold Morris ca 
testify, and we will not need Mr. Holmes. 

On the other point, to verify it, you stated, I believe, if I understood 
you correctly, that United Tankers Corp. had made an applicatio: 
which also fully disclosed this expected transfer 

Mr. Casey. That is right. 

Senator Munpr. That would seem to me to be pretty good evidence 
that the Maritime Commission knew the facts, provided the applica- 
tion of the United Tanker Corp. set forth the honest facts in detail 
and fully, pointing out that all of the stock and all of the payment 
made of that corporation, except $6, was by Chinese nationals. Did 
that appear in the application ¢ 

Mr. Casey. I can best answer that by reading the application. And 
I would like to say that in our contract, which Mr. Flanagan has re- 
ferred to, in the contract between National and United Tanker, in the 
charter, and in the option agreement—in that agreement there appears 
a paragraph which warrants that United Tankers is an American 
corporation, that a majority of the stockholders are Americans, and 
that the officers are Americans, and that it is an American corporation 
in accordance with the application filed by United with the Maritime 
Commission, and refers to that application. And having in mind that 
we got that warranty from United of its American citizenship, and 
that in that warrantly it refers to the application of United before tli 
Maritime Commission, I would like to read what that applicatior 
says with reference to the Senator’s question. 

Senator Munnpr. You are going to read the application by United / 

Mr. Casry. Yes. 

Senator Nrxon. And before you begin, your point is that that ap 
plication, which had been prepared ‘by United’s attorneys, was « 
file with the Maritime Commission. 
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Mr. Casey. In December. 

Senator Nrxon. In December. 

Mr. Casey. Yes. 

Senator Munpr. It should have disclosed the facts in this case. 

Senator Nrxon. So that, as I see your point, if there was any attempt 
to keep all the facts concerning United from it, it will appear in the 
application. 

Mr. Casry. That is right. 

On page 8, it states: 


Applicant was incorporated in December 1947 and has engaged in no business 
itivities except for the filing of this application. The president and the direc- 
ors of the applicant are United States citizens who have had long experience 
in the shipping business and allied fields, as set forth in answer to item 9. A 
majority of the stock of applicant is, and will at all times be, held by United 
States citizens. Substantially all of the capital of the applicant will be con- 
tributed by China Trading & Industrial Development Corp., a Chinese corpora- 
tion engaged in the export-import business as set forth in answer to item 6. It 
is the intention of the applicant, if this application is granted, to charter the 
tankers obtained to the Natfonal Resources Commission of the Chinese Govern- 
ment or one of its controlled corporations to carry oil from Persian Gulf ports 
to Shanghai and other Chinese ports, and arrangements have been made with 
the National Resources Commission to this effect. 


On page 2, it says: 


China Trading & Industrial Development Corp. will pay applicant for shares 
of its class A stock an amount at least equal to 25 percent of the statutory sales 
price of the vessels applied for plus sufficient working capital to cover preoperat- 
ing and operating expenses of the vessels for a period of at least 60 days. The 
remainder of the funds required by applicant will be advanced to it either by 
China Trading & Industrial Development Corp., or by the National Resources 
Commission of the Chinese Government, or, in part, by the negotiati 
commercial bank loan, 


mn of a 


Senator Munpr. Is that whole application in the file? 

Mr. Fuanacan. That is all in the file. 

Senator McCrieLttan. What is the date? 

Mr. Cassy. This is December 8, 1947, and was referred to in Mr. 
aeeees opinion, when he gave the opinion that this was an Ameri- 

‘an company, on February 4. 

Senator Munpr. Who signed the application, Mr. Casey 

Mr. Casey. Harold C. Lenfest verified it, and aaa he hs uo executed 
it. He is president of United Tanker. 

Mr. FLanacan. That is in the record. 

You read into the record, Mr. Casey, the statement that Admiral 
Smith made concerning the relationship between United and National. 

I think, to make the record complete, we should read the question 
by Mr. Bradley, of the House of Representatives, to which Admiral 
Smith replied. You read the reply, and I will read the question. 

Mr. Brap_rey. Now, with relation to the general sale of tankers to Americans, 
Some little time ago I reported to the Commission the fact that I understood 
that certain tankers which were bought by American firms were being disposed 
of surreptitiously to Chinese citizens. Do you know anything about that? I 
do not want you to bring out anything which is confidential, but I merely want 
you to state what you know about it. 

Now, Admiral Smith’s reply you have already read into the record. 
What Bradley was asking was, as he said: 


Tell us about these ships being bought by American firms and disposed of sur- 
reptitiously to Chinese citizens. 
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Senator Nrxon. Will you read the reply ? 

Mr. Fuanacan. The reply is: 

Admiral SmirH. One company, under the American flag, called the America 
Overseas Tankers, previously bought five tankers under the Panama flag and 
recently three under the American flag, and they have chartered them unde: 
the American flag to a so-called United Tankers, which operates between thi 
Persian Gulf and Shanghai and Chinese ports. It flies the American flag and 
is something slightly over 50 percent American-owned, but I understand it 
Chinese capital. 

Now, I understand they have placed in their contract an option for the chat 
terer at the end of 1 year to purchase those three ships. 

Senator Hory. What date was that? 

Mr. Fuanacan. That is February 12, 1948. 

Mr. Casry. And may I point out that at that time these vessels had 
not been transferred to National Tankers, and at that time it had been 
revealed by Admiral Smith to the committee of the Congress in de 
tailed fashion, so that if any action was needed to be taken it was not 
too late at that time. It was weeks later before there was any transfer 
of the ships. And I would also like to point out, because this does 
get. into a lot of details, that Mr. Holmes and I signed that contract 
with United on February 6, after United had obtained from Mr. 
Goertner, counsel for the Maritime Commission, a legal opinion that 
United was in fact an American corporation. 

Senator McCiettan. You mean to say the correct date of signing 
was February 6 instead of January 24? 

Mr. Casry. That is right. That is the date it was signed and exe 
cuted by Mr. Holmes and by me. 

Senator McCie.ztan. This says January 24, and it was confirmed 
on that date by United. Now, you say that was incorrect, and the 
date is actually February 6. 

Mr. Casry. I think what you are referring to is some informal draft. 
But the formal draft to which I put my signature and to which Mr. 
Holmes put his signature was February 6. 

Mr. Fuanacan. Let us keep the record straight on it, Mr. Casey. 

On January 24, you can call it informal but as an attorney you know 
that it was a legal document signed by you and the other officers and 
confirmed by U Tnited. On the 6th of February you then drew up a 
more formal type of contract. You know now, do you not, that you 
were legally bound from the 24th on? 

Mr. Cassy. I know now what? 

Mr. Fiuanacan. You know now that you were legally bound from 
the 24th of January ? 

Mr. Casey. I don’t recall that. 

Mr. Franacan. Let’s have the exhibit and get that straight. 

Mr. Casey. I know that I have a notation in my file that on Feb 
ruary 26 General Holmes and I signed this contract and signed 
waivers of meetings of the corporation which had been held in New 
York. And that is 2 days after the Goertner opinion. 


Mr. Fianacan. Let me show you, then, this letter dated January 


24, 1948, to United Tanker, signed by Klein, Casey, Holmes, and 
Mackey by attorney in fact, and confirmed by Lenfest, the president 
of United. 


Mr. Casey. May I see it? 
I think that is correct. It was formalized on February 26. 
Mr. Fianacan. You were bound on the 24th, were you not ? 


kno 
you 
' 
tion 
that 
an 

wal 


th: 
Ho 


tic 


in 


nerical 
ag an 
unde: 
en the 
ag and 
id it 


e char 


ls had 
| been 
in de 
as hot 


ansfer 


s does 
ntract 
n Mr. 


n that 
gning 
dl exe 


irmed 
id the 


draft. 
h Mr. 


Casey. 
know 
'S and 
up il 
it you 


from 


Feb 
joned 


1 New 


nuary 
and 
sident 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 12] 


Mr. Casey. I will agree to that, after seeing it. 

Mr. FiranaGan. All right. It is in the record. 

Mr. Casry. May I emphasize that the warranty clause was in there 
W ) ‘Tespect to American citizenship, even on January 24. 

- Franacan. Yes. It all speaks for itself. And, of course, you 
es that warranty means nothing if it is not true. As a lawyer, 
vou know that the warranty means ‘nothing if it is not true. 
~ Mr. Casey. Well, now, Mr. Flanagan, that is the kind of a ques- 
tion that you can’t answer with a “yes” or “no.” It is a warranty 
that was given by respectable, responsible people, that referred to 
an application that they had made under oath, whereby they also 
warranted that it was an American corporation. 

Mr. Franacan. I will put it the other way around, Mr. Casey. 

If, in fact, the United Tanker Corp., was not a citizen corporation 
within the meaning of the Ship Sales Act, then that was a false wat 
ranty, was it not, regardless of who made it 

Mr. Casry. Well, I of course don’t agree with the conclusion that 
it was not an American company. If it was not an American com- 
pany, then of course the conclusion follows. 

Senator Munpr. Now let me get these dates straight. 

We have agreed now that the contract became binding on January 
24 and was subsequently confirmed on February 6. Is that right? 

Mr. Casey. That is right. 

Senator Munpr. What was the date of this controversial letter 
which you wrote saying you did not have in mind releasing the title 
to these ships‘ Was thai prior to January 24, or after Janaury 24? 

Mr. Fuanacan. That was after January 24, on February 2. 

Senator Horny. Proceed, Mr. Flanagan. 

Mr. Fuanacan. Mr. Casey, can you tell us briefly who formed, and 
for what purpose, Trans-World Maritime Corp., of which you were 
president’ And I might state for the record that that corporation 
was incorporated in Delaware on the 31st of July 1948. And you 
were president of the corporation. 

Mr. Casry. That was formed for the purpose of taking over the 
Antelope Hills and the mortgage on the Antelope Hills, I think, in 
order that they might bank that mortgage separate from the other 
tankers. 

Mr. Franacan. Whose idea was it, to organize Trans-World / 

Mr. Casey. I think that is was Mr. Wasson’s. 

Mr. Fnanacan. Mr. Wasson was with the United group / 

Mr. Casey. That is right. 

Mr. Franacan. And Mr. Wasson, then, or his group, were the ones 
that really wanted Trans-World, so that the vy could take the Antelope 
Hills into Trans-World; is that right? 

Mr. Casey. I think so, and I became president of that company by 
virtue of being president of National, which owned the stock. 

Mr. Fuanacan. Did you ever have anything to do with the opera- 
tion of Trans-World ? 

Mr. Casry. That is right. 

Mr. Franacan. You were merely a figurehead ? 

Mr. Casry. That is right. The corporation was merely for financ- 
ing, of course. 

Mr. Fuanagan. Yes. I understand that that corporation obtained 
»200,000, which you used as a deposit with the Maritime Commission 
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to qualify as the mortgage purchaser of the Antelope Hills. Do you 
know where that $200,000 came from ¢ 

Mr. Casry. No; I don’t. I think it was a bank loan from a New 
York bank. 

Mr. Franacan. Who arranged it? 

Mr. Casey. I don’t know. I didn’t. 

Mr. Franacan. You were president of the corporation. Do you 
know who arranged the loan? 

Mr. Casry. No; I don’t. 

Mr. Fianacan. Do you have any idea who arranged the loan ? 

Mr. Casey. I think Mr. Wasson probably arranged the loan, or 
one of his associates. 

Mr. Franacan. As a matter of fact, Mr. Wasson and his group 
were really running that corporation, were they not? 

Mr. Casey. That is right. 

Mr. Furanacan. From the very beginning ? 

Mr. Casey. That is right. It was a financial transaction. No; not 
from the beginning. 

Mr. Franacan. From the incorporation of the corporation. 

Mr. Casry. Oh, yes. That is right. 

Mr. Fuanacan. I note that in January 1947, Trans-World Maritime 
Corp. purchased the stock of the American Viking Corp. You 
were still president, were you not ? 

Mr. Casey. What was that date / 

Mr. Fuanacan. In January 1949 

Mr. Casry. That was when the Antelope Hi//s was taken over, too, 
wasn't it, January 24, 1949? 

Mr. Fuanacan. Yes. Were you consulted about the purchase of 
the American Viking stock ? 

Mr. Casey. I don’t recall. 

Mr. Fianacan. Wasn't it likely that they should have consulted 
the president ¢ 

Mr. Casey. I don’t know. I think that there was a matter which— 
let me put it this way. You say Trans-World took them over. Trans- 
World was merely a formal corporation taken for purposes of financ 
ing one tanker, keeping it separate from the others. I was president 
of that, but it was a convenience in financing. That was the only 
basis of that corporation. 

Mr. FLanacan. Here you bought another corporation. Now, you 
say you didn’t know anything about it. 

Mr. Casey. I don’t recall anything — that. 

Mr. Fianacan. Isn't it a fact, Mr. ‘asey, that the purchase of the 
American Viking stock by Trans-W a at the time you were presi- 
dent was actually handled entirely by Mr. Wasson of the United 
group ¢ eae 

Mr. Cassy. That could be. 

Mr. Fianacan. Well, is that true, or not? 

Mr. Casey. I don’t know definitely that it is true. I assume that 
it is. 

Mr. FranaGan. Do you know whether or not it was handled by any 
one in your group / 

Mr. Casey. I don’t know. 
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Senator Nixon. Excuse me, Mr. Flanagan. Was your question 
whether Trans-World was handled by Mr. Wasson’s group? 

Mr. Fuanacan. Yes. 

Senator Horry. And American Viking. 

Mr. Franacan. I will state for the record that the Oceanic Marine 
Corp. was incorporated in Delaware on June 14, 1948, and as of that 
date you, Mr. Casey, were president, and the other members held other 
offices, and National Tanker held all the stock. 

Did you have anything to do with organizing that corporation 4 

Mr. Casey. I was president of that corporation by virtue of hav 
ng been president of National Tanker. Oceanic Marine was a wholly 
owned subsidiary of National Tanker, and it was set up in order to 
separate the Aett/eman Hills from the Meacham. 

They wanted to finance each vessel separately, with separate banks. 
hat, again, was just for purposes of financing. 

Mr. FuanaGan. I asked you: Did you have anything to do with 
setting up or operating that corporation / 

Mr. Casry. No: I don’t think so. 

Mr. FLanacGan. In this corporation you again were merely a figure- 
head: 1s that right? 

Mr. Casry. That is right. 

This was, as I say, a technical corporation. 

Mr. Franwacan. And was all of the actual business of the corpora- 
tion conducted by Mr. Wasson or other members of the United group / 

Mr. Casey. I don’t know that definitely, but I think that may have 
been. 

Senator Nixon. Did they prepare the papers on this corporation, or 
did your oflice prepare them ? 

Mr. Casey. I think they did. 

Senator Nixon. And the same group, of Trans-World ? 

Mr. Casry. Yes. 

Senator Nrxon. National Tanker you set up yourself? 

Mr. Casey. That is right. 

Mr. Fuanacan. As tar as the Oceanic Marine and Trans-World 
were concerned, while you were president, you were merely a figure- 
head, and all the business was actually conducted by Mr. Wasson of 
the United group. 

Mr. Casty. I think that is right. I was a figurehead in corporations 

> that were set up merely to finance these respective tankers, and I was 

n them by virtue of the fact that National owned the stock in them. 

Mr. Franacan. And all of the actual financing in those corporations 
was conducted by the United group, actually, by Mr. Wasson? 

Mr. Casey. That is correct. 

Senator Nixon. Mr. Flanagan, do I understand then, that the net 
result of the operation was this, that American Overseas Tanker had 
the allocation of the Meacham, the Kettleman Hills, and the Antelop: 
Hills, and that actually, however, in arranging the purchase of the 
Antelope Hills and the Kettleman Hills, United Tanker which even- 
tually got control of the vessels, conducted financing through a cor- 
poration that took title to the Antelope Hills, and a corporation that 
took title to the Kettleman Hills. 

Mr. Franacan. Is that correct? 


95335—_52—_—9 
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Mr. Casey. Yes. 

Senator Nixon. In other words, the people representing the United 
Tanker Corp. and the Chinese interests financing United Tanker in 
effect not only put up the money for the purchase of the Ante lope Hills 
and the Aettleman Hills, but also set up the corporations which were 
used to take the title to the two vessels. 

Mr. FuanaGan. That is correct, is it not ? 

Mr. Casry. They were set up by United Tanker, meaning Mr. 
Wasson and his aanennret 

Mr. Fuanacan. Mr. Casey, do you recollect when you gave up your 
stock interests and your official positions in National Tanker, Trans 
World, and Oceanic Marine? 

Mr. Casey. I think it was 

Mr. Fianacan. Would this help you? The latter part of January 
1949 ¢ 

Mr. Caszy. I was going to say January 1949. 

Mr. FLanacan. The latter part of that month? 

Mr. Casey. Yes. 

Mr. Fuanacan. Mr. Casey, I notice that when National Tanker 
was set up there originally were a thousand shares of stock issued, 300 
to vourself, 400 to Klein, and 300 to Holmes. 

e. further notice that when this stock was sold to the United group 

‘finally delivered to them, in January 1949, vou delivered only 150 
shares. Can you tell me what happened to your other 150 shares? 

Mr. Casey. I wish you would repeat that again. 

Mr. Fuanacan. IT note that when National Tanker was organized in 
January 1948 there were 1,000 shares of stock issued, 300 shares to 
yourself, 400 shares to Klein, and 300 shares to Holmes. 

Now, I notice that when this stock was finally delivered to the 
United Tanker group by yourself you delivered only 150 shares, 
Somewhere along the line you have lost or dissipated or sold or given 
away 150 shares. Can you tell us what happened to those 150 shares of 
stock ? 

Mr. Casey. I can’t, but I will make a note of that. 

Mr. FLanaGan. You can't. 

Mr. Casey. I can’t. I don’t remember. I assume that all of my 
stock was there intact. I don’t have any recollection of it being 
divided. 

Mr. Franacan. I havea list of the stockholders, which is already in 
the record, at the time of the sale, and it does not contain any of your 
nominees as far as I can recollect. 

Mr. Casey. Oh, yes. I can explain that. 

Mr. Franacan. All right. Go ahead. 

Mr. Casey. Ii is a little difficult, but it has come back now. It has 
been a long time, and it is a little difficult to go into all of these details. 

I had 20 percent of National. I gave up 5 percent of my stock to 
Mr. Klein. 

Mr. Franacan. Why? 

Mr. Casry. Because I had a very deep appreciation of his work in 
vetting a loan from Metropolitan for American Overseas, and it was 
purely voluntary and purely an act of appreciation on my part. for 
which there was no consideration. So that accounts for that diffe: 
ence in the stock. 

Mr. Fianacan. In other words, you gave him half of your stock. 
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Mr. Casey. I had 20 percent. I gave him 5, which left 15. 


nited 3 Mr. Franacin. Well, you only sold 150 of 300 shares. How are 
er in ) there still 50 shares unaccounted for? 
Hills : Mr. Fry. Isn't that a hundred unaccounted for ? 
were 4 Mr. Fianacan. Let’s try to straighten this out. It is a bit confus- 

i ing. 

3 You started out with 300 shares, which is 30 percent of the stock. 

Mr. > You sold eventually, when all of your group got out, 150 shares to 

} United, which means that somewhere along the line you have to 
your + account for 150 other shares, which would be 15 percent of the thou- 
rans sand total shares of stock. 

; Now, what did vou do with 150 shares ? 

Mr. Casey. Well, I have no memory of this stock, of 150 or 300. 

wary Mr. Fuanacan. You know that you received that at the beginning. 


Mr. Casry. I know that. 

Mr. Fuanacan. And you know you se 150 at the end. 

Mr. Casey. I don’t know about the 150, but I sold a fourth. or rather 
gave away a fourth, of my interest. And that will be shown in the 
anker | receipts of the various people who obtained money from National 
d, 300 Tankers. You will see that my figures, I think, were 67,000 something, 
which showed 15 percent. So I am rather surprised that it was any 


fale te 


group | different. 
lv 150 S Mr. Franacan. Isn't it a fact that the stock was sold to United in the 
res ? ; end for $450 a share? That is correct. isn’t it 7 
4 Mr. Casey. I think that is correct: ves. 
zed in : Mr. Fuanacan. And the beneficial owners of record, that we ob 
res to @ tained from Mr. Hawthorne, indicates that vou sold 150 shares, for 
which you received a total of $67,500. 
to the ; Mr. Casey. I think that represents 15 percent of $450,000. which 
shares, | works out exactly as I said. I gave away one-fourth of my interest. 
criven = I don't recall the number of shares. and so forth, but I know in dollars 
res of F and cents it came out that I got one-fourth less than I would have 
F gotten had I not given this away. 
Mr. Franagan. Well, did vou give stock in National to anvbody but 
Mr. Klein ¢ 
of my Mr. Casey. I don't reeall. 
being ; Mr. FLANAGAN. Will you please cheek your records and try to find 
out? Because it gets a little bit more confusing now. 
ady in [ have here your income-tax returns, which we will not put in the 
f your record, because there is other financial inform: ition, other than that 
} which has to do with tankers, but I will just refer to them here. 
I have here, I believe, the joint returns of yourself and your wile 
> for the years 1948, 1949, and 1950. And I note that in your 1948 re- 
It has » turn you show the sale of 100 shares of National Tanker stoek, which 
details. 7% you stated you acquired on January 27, 1948, and sold on October 13, 
tock to , 1948: that you acquired this stock at a cost of $100, or $1 a share, that 
4 you disposed of it for $45,000, or $450 a share. That is the hundred 
H shares you disposed of. I notice in your 1949 income tax—— 
vork it ) MrCasey. Oh, yes. That is right. 
it was 9 Mr. Franacan. You indicate that you sold another hundred shares, 
rt. for —@ which mi akes now 200, and that you ‘acquired this hundred sh: ares on 
diffe: » February 27, 1948, and disposed of them on Janu: ry 19, 1949, having 
ek, # 
a 


x 
@ 
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acquired the stock at $1 a share, or $100, and disposed of it at $225 » 
share, or $22,500. 

Now, can you explain why you sold 200 shares of stock here, some 
for $450 and some for $225? 

Mr. Casry. Well, if I may, I would like to explain it in the matter 
of dollars and cents. I was entitled to 20 percent of the stock in Na- 
tional Tankers. I gave away 5 percent, which left me with 15 percent 
That was Mr. Klein: yes. The total amount of money which I re 
ceived from National Tankers was 15 percent of the $450,000. I did 
not receive it all in 1948, because when the time came for United to 
exercise its option it didn’t have the money to pay all at once. So they 
made a series of notes, the last one of which came due in 1949. And 
so that would be on my 1949 income-tax return. But add them all to 
gether, and you will find that the 1948 and 1949 returns add up to 15 
percent of the $450,000. 

Mr. Fianagan. It adds up to $67,000, all right. 

Mr. Casey. Yes. 

Mr. Fuanacan. And now you tell me you were dealing in percent- 
ages, that you were reporting in stock shares. And we have the very 
difficult problem of trying to figure out who were the real 
owners of this stock from the time the corporation was organized ; 
and we find on the books and record of the company, of the Nationa! 
Tanker Co., that the stock was originally issued, and there were 1,000 
shares of stock, 300 for you and "300 to Holmes, and 400 to Klei 
Now we find that there were never any certificates made out for that 
stock other than facsimile certificates during the whole period you 
owned the stock and that those facsimiles were placed in escrow and 
that stock certificate No. 1 was not issued until January 1949, when 
it was issued to the National Tanker Corp. We want to know how 
all these beneficial owners show up as owning this much stock and 
that much stock, and to handle this transaction. 

Mr. Casey. Well, all I can say is that there were three incorpo- 
rators necessary to incorporate. That was the formality that was 
observed. There must have been a reshaping of the stock, because 
there were not an awful lot, but many more that came that owned 
the stock besides the original three. 

Mr. Franacan. We don’t want to confuse the issue any more than 
it is, Mr. Casey. But you were president of the corporation. Can 
you just tell us who in the corporation, or what lawyer or account 
ant, we can go to and get this picture straight? Is there anybody ? 

Mr. Casey. I had correspondenc e with Mr. Mackey about this stoc! 

Mr. Franacan. Who is Mr. Mackey, for the record ? 

Mr. Casey. Mr. Mackey was secretary of National Tankers, I think 
He was secretary of American Overseas. 

Mr. Franacan. James G. Mackey ? 

Mr. Casey. Yes. And I would like to set this forth lest there be any 
misconstruction about it: that in dollars and cents—and I cant 
repeat this too emphatically, regardless of the way the stock went, 
which I don’t recall—but in dollars and cents I ultimately received 15 
percent. Is that correct? The $67,000? 

Mr. Fuanacan. I think it is correct ; ; Tam not sure. 


Mr. Casey. Fifteen percent of $450,000. Well, I can’t figure it out, 


but I think it is 15 percent. 
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Mr. Fianacan. I will say this, Mr. Casey: Did your income-tax 
return show that you sold 200 shares of this stock for a total of $6,700? 

Mr. Casry. $67 nee wasn’t it ? 

Mr. FLANAGAN. $67,000. 

Mr. Casry. And ‘thst I think was 15 percent. 

Senator Hory. Does your company have a stock book that would 
chow to whom the stock, the certificates. were issued ? 

Mr. Casey. I think so. 

Mr. Franacan. That ought to show the shares of stock that were 
issued to you and whether you surrendered the certificates and it was 
issued to others. 

Mr. Casey. I think that is an excellent suggestion. 

Mr. FuranaGcan. Will you see if you can find that stock book ? 

Mr. Casey. I will. 

Mr. Fuanacan. On that point, Mr. Chairman, we have checked the 
original stock book, which is still in possession of the United Tanker 
croup in New York; and, as I said before, it shows only that there were 
three stockholders—Holmes, Casey, and Klein—and they were never 
issued any stock. They nics had facsimile certificates indie: ating 
they owned a thousand shares; 300, 300, and 400. 

Senator Hory. Let me ask in that connection: Does the stoc k book 

show where any certificate of stock was issued to anybody else ? 

Mr. Franacan. Yes, when the Casey group sold the corporation, 
the No. 1 certificate was turned over to United Tanker. 

Senator Hory. Does it show anywhere else, or was that all of it ? 

Mr. Fuanacan. What is your accountant’s name who was here 
with you? Mr. Hawthorne? 

[ think if we called Mr. Hawthorne up here he might know some 
thing abut it. 

Senator Hory. Mr. Hawthorne? 

Will you hold up your hand? Do you solemnly swear that the 
testimony you give in this hearing shall be the truth. the whole truth. 

ind nothing but the truth, so hel lp you God? 

Mr. Hawrnorne. I do. 

Senator Munopr. Mir Chairman, just so we do not have a repetition 
of the situation which arose in Jackson, Miss.. I think it would be well 
for the record to show the legal basis of administration of the oath. 

Senator Hory. Just enter into the record there that the witness 
was sworn by the chairman of the committee, who has authority 
under the law to administer oaths. 

Give me your name. 


TESTIMONY OF GEORGE D. HAWTHORNE, TREASURER, MARINE 
TRANSPORT LINES 


Senator Hoi a And yvour connection ? What business do you 
follow 2 : 

Mr. Hawrnorne. Marine Transport Lines. I am treasurer of 
Marine Transport Lines. 

Senator Hory. All right. 

Mr. Hawthorne, have you any personal recollection of the stock 
transactions by which the stock of this corporation we are discussing 
vas issued, the certificates were issued: and if so, what can you tell 
- about it? 
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Mr. Hawruorne. I can tell you this much: That insofar as the 
gentlemen down in Marine Transport Lines were concerned, Mi: : 
Mackey issued a letter to each individual participating in the stock, 4 
stating that they were beneficial owners of X number of shares as of 
January, I believe, in National Tanker Corp. 

Senator Hory. And who is Mr. Mackey? What position did he 
hold there ? 

Mr. Hawrnorne. Mr. Mackey was the secretary of National 
‘Tanker Corp. 
Senator es All right. To whom did you address that letter / 

Mr. HawTHorne. Well, he would address it to individuals. 

Senator Horry. Each individual stockholder / 

Mr. Hawruorne. Yes, sir. 

Senator Hory. All right. Then, based on that, what happene 
with reference to the issuing of the stock ? 

Mr. Hawrnorne. There were no certificates; that letter constituted 
their rights to a certain number of shares in the corporation. 

Senator Hory. Well, then. did the cor poration issue shares of stock 
based upon that? 

Mr. Hawrnorne. No, sir. 

Senator Hor Ts What was done atter that letter was written Stat Ine 
their interest 4 

Mr. Hawrnorne. I believe the three original certificates, for a total 
of a thousand shares, constituted the only actual issuance of stock, but 
that these letters by Mr. Mackey stated that other individuals had in- 
terest in those three certificates. 

Senator Horny. Well, now, when the distribution of the proceeds was 
made, did they accept that letter for the authority of distributing the 
cheeks to the people? 

Mr. Hawrnorne. Yes, sir. 

Senator Horny. And they had no certificates of stock to show ? 

Mr. Hawrnorne. No, sir. These letters constituted— 

Senator Hory. The letters were accepted in lieu of a certificate of 
stock ? 

Mr. Hawrnorne. Yes, sir. 

Senator Hory. Indicating the interest of each one in the total 
amount ? 

Mr. Hawrnorne. Yes, sir. 

Senator Hory. Do you know where those letters are on file? 

Mr. Hawrnorne. Well, each individual would have one. 

Senator Hory. I know, but would he not have to present them to 
somebody in order to get the money ¢ 

Mr. Hawrnorne. Mr. Mackey should have them. 

Senator Hory. Mr. Mackey is the man who wrote the letters certi- 
fying them ? 

Now, does Mr. Mackey have on hand, that you know, any documents 
showing the interests of these respective parties ? 

Mr. Hawrnorne. He should. 

Senator Hory. Where is Mr. Mackey now ? 

Mr. Hawrnorne. Isn’t he in Guam? I believe he is in Guam. 

Senator Hory. That is pretty far away. 

Senator Munpr. Does Mr. Mackey have his records with him in 
Guam, or are they here? 
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Mr. Hawrnorne. I don’t know, : L have never found any records 
belonging to him. : 

Mr. FuranaGan. When Mr. Mackey wrote letters out to these various 
people telling them, “You own so many shares of stock in the cor pora- 
tion,” werent there copies of the letters in the file? 

Mr. Hawrnorne. In his file? 

Mr. FuanaGan. In somebody’s file. 

Mr. HAWTHORNE. Well, he should have them. 

Senator Horny. You think they should be in his file? 

Mr. Hawrnorne. In his file. 

Mr. Franacan. Why were not stock certificates issued to these 
people ¢ 

Mr. Hawrnorne. As I recall it. the explanation was that the con 
tract with United Tanker required all stockholders to sign it, and 
rather than have new stockholders per iodie ally sign, causing diffi- 
culties, it was found much easier to leave the three original signatures 
there and then the new stockholders would be considered beneficial] 
owners. 

Mr. Fuanacan. Who conceived that idea? 

Mr. Hawrnorne. | don’t know. That came from Mr, Mackey. 
Mr. Mackey advised me of that, anyway. 

Mr. Fianacan. In other words, so that you could control the cor- 
poration, you didn’t give anybody any stoc k. but you gave them some 
kind of a letter saying, “You have an interest in this stock” ? 

Mr. Hawrnorne. Well, I don’t know what you mean by that, Mr. 
Flanagan. 

Mr. FLANAGAN. Well, that is the actual faet. isn’t it ? 

Mr. Hawrnorne. Well, no. There were three certificates issued. 
and those three certificates constituted the ownership. 

Mr. FuanaGan. Was the tax problem of this ever discussed between 
yourself and Mr. Mackey, or anyone else / 

Mr. Hawrnorne. No, I had nothing to do with the dating or the 
issuance of those letters. 

Mr. Fuanacan. Because if stocks were actually issued and held 
for a 6-month period, when it was resold you could take it as a capital 
vain. 

Mr. Hawrnorne. That is true. 

Mr. Fuanacan. If this were just some kind of an agreement among 
yourselves to split up profits, you couldn't take it as a capital gain; 
sn't that true / 

Mr. Hawrnorne. That is true, but I didn’t know of any agreement. 

Mr. FLanaGan. So the stockholders got the benefit of the capital 
gain, taxwise, but they were never stockholders in any true sense of 
the word, were they ? 

Mr. Hawrnorne. I don’t know the legal interpretation of a letter 
stating vou are a beneficial owner in a certain stock certificate. 

Mr. FranaGan. Well, put it this way: They never had a stock 
certificate, did they / 

Mr. Hawrnorne. No, si 

Senator Hory. What you are saving is, that so far as the records 
a sclose, there were no stock certificates ever issued except for the 
1,000 shares: that is, 300, 300, and 400, 

Mr. Hawrnorne. That is to my knowledge. 
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Senator Hory. And the letter to Mr. Mackey was the authority for 
paying these different amounts to these different people, saying the) 
had this beneficial interest. 

Mr. Hawrnorne. That is my understanding. 

Senator Munpr. Are you the accountant of the firm, Mr. Haw 
thorne ¢ 

Mr. Hawrnorne. No, sir, I am attached to Marine Transport Lines 

Senator Munvr. Do you know how much these people paid for the 
stock that they paid through this letter of transfer ¢ 

Mr. Hawrnorne. You mean the beneficial owners, sir / 

Senator Munpr. Yes. 

Mr. Hawrnorne. Only with regard to people in Marine Transport 
Lines. I do know that each beneficial owner paid cash for his in 
terest. 

Mr. Fianacan. How much ! 

Mr. Hawrnorne. At a dollar a share. 

Mr. Fuanacan. When were these letters sent out to all these peo 

le? 

Mr. Hawrnorne. I would have to look it up, Mr. Flanagan. I be 
lieve, in March or April. 

Mr. Franacan. Will you look that up and give it to the committee? 

Mr. Hawrnorne. Yes, I will, sir. 

Senator Hory. You will supply that ? 

Mr. Hawrnorne. Yes, sir. 

Senator Horny. Thank you. 

Senator Munpr. While we are on the subject of stocks, I wish Mr. 
Casey would help me interpret this mimeographed chart. I think 
we have a copy of this. It deals with the American Overseas Tanker 
Corp. and Greenwich Marine, and as I understand it, every share of 
stock in AOTC also represents two shares of stock in the Greenwich 
Marine Corp. Is that right’ 


TESTIMONY OF JOSEPH CASEY, LAWYER. WASHINGTON, D. C., 
ACCOMPANIED BY JAMES LAWRENCE FLY, LAWYER, NEW YORK, 
N. Y.—Resumed 


Mr. Casry. That is right. 

Senator Munpr. What I am trying to find out is something about 
the capital structure of that corporation. How much stock did Amer 
ican Overseas Tanker Corp. start out. with / 

Mr. Casry. I think it was 1,200 shares. 

Senator Munpr. And three of you, I believe, had 1.200 shares t« 
begin with ? | 

Mr. Casry. Mr. Klein, Mr. Holmes and myself. 

Senator Munpr. Yes. Now, how much stock did Greenrine Corp. 
have to begin with ? 

Mr. Casry. You mean in the beginning? 

Senator Munpr. Yes. 

Mr. Casry. I don’t know, that was organized in Panama. 

Senator Munpr. Were you a treasurer of that? 

Mr. Casry. No, I was not an officer of that corporation. 

Senator Munpr. All right. Let us just stay with AOTC then. 
What I am trying to determine is how that 1,000 or 1,200 shares 
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extended. How many shares were there ultim: itely in the American 
()verseas Tanker Corp. ? 

Mr. Casry. 10,000. That was a later meeting when it was voted 
io issue more stock and bring in these people in addition to the three 
original incorporators 

Senator Munpr. So ‘that this total should be 10,000 shares. 

Mr. Casey. That is right. 

Senator Munopr. There are some certificate numbers missing in the 
listing. Why should that be true, I wonder. 

Mr. Casey. I don’t know. 

Senator Munpr. Have you had the accountant add this up to see 
whether all the 10,000 shares are represented ? 

Mr. FLANAGAN. Yes, sir: we have checked that. 

Senator Munpr. I notice some of these are missing. 

Mr. Fuanacan. That happens quite often in corporations. They 
void them or destroy them for some reason. 

Mr. Lerce. Those certificates were listed chronologically. We 
wanted to list all the holdings of Mr. Casey in one section, Mr. Stet- 
tinius in another. 

Senator Munpr. I was just curious to know whether all of the stock 
was represented. 

Mr. Leece. [ am sure it is. 

Senator Munpr. Because some certificates are missing. That is 
whv I was curious about that. 

Now. we know about your stock, you explained that yesterday. I 
was wondering how these other people, ot whom there are a oreat 

many, seem to be stockholders in the company. Did they get stock 
certificates ? 

Mr. Casry. Everybody mentioned here got stock certificates. 

Senator Munpr. Got an actual stock certificate ? 

Mr. Casey. That is right. 

Senator Munpr. And the price to be paid was a dollar a share? Is 
that right ? 

Mr. Casry. No, that is not correct. You are talking about Ameri- 
can Overseas ¢ 

Senator Munpr. That is right. $10 a share, I mean. 

Mr. Casry. That is right. 

Senator Munpr. Does American Overseas Tanker Corp. have a 
stock record book ? 

Mr. Casry. Yes, sir. 

Senator Munpr. Have we examined that stock-record book, Mr. 
Flanagan ? 

Mr. FranaGan. Yes, sir. 

Senator Munpr. Is it in our possession / 

Mr. Fuanacan. No, not now. 

Senator Munor. That is all. 

Senator Hory. Senator Nixon, do you have some questions ? 

Senator Nixon. Yes, there is just one thing I want to clear up, be- 
fore we adjourn. 

This meeting was held on the 22d of January, presumably, by the 
Commission. At least the minutes of the Maritime Commission indi- 

ite that such a meeting was held. As I understand it, your appliea- 
tion, your formal application, was filed in the afternoon of that day, 
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but I did not get it clear whether or not you considered that the meet 
ing had been held or had not been held. Did you think the minutes 
were in error, or what was the situation in that respect é 

Mr. Casey. I think the meeting had been held the morning of the 
22d. I don’t think that actually any action on our application took 
place at that meeting. I think that what transpired was that it was 
a telephonic arrangement among the Commissioners, in which Admiral] 
Smith would telephone to the other Commissioners and in that man- 
ner get the consent to talk to the Secretary, who in turn set it down in 
the minutes of that meeting. 

Senator Nixon. In other words, vou think what hap pe ned was that 
the Secretary was instructed by the Chairman of the Commission to 
set out minutes for a meeting, but that the meeting which actually 
took place was a telephonic conversation among the members of the 
Commission, actually, concerning an application which they expected 
to be filed later. Is that a correct statement / 

Mr. Casry. An amendment, ves. And I am concerned in this by 
the statement of the late Mr. Radner, in which he said that “Secretary 
Williams will issue a memo with a carbon copy to all divisions,” that 
at such and such a meeting the Commission took this action. That 
was dated the day after the 22d. 

Senator Nrxon. And so, as a matter of fact, what happened was 
that on the 23d, apparently, even on the 23d. those minutes had not 
been written, then. 

Mr. Casry. That is the way I reconstruct it, yes. 

Senator Nixon. And at some time after the 23d the Secretary of 

Maritime Commission was instructed to write out minutes for a 
meeting which apparently didn’t occur. 

Mr. Casey. That is my interpretation, ves. 

Senator Hory. Any further questions 4 

Senator Munpr. This is entering into a little different phase of 

Mr. Franacan. That is all right. 

Senator Munpr. I want to read you some testimony Admiral Coch 
rane gave, which has disturbed me a great deal, and I would like to 
have your interpretation of it, because we are dealing with a type 
of law that I know very little about. I want to read you what he said 
and what I said and have you explain this in connection with your 
transaction. This is dealing with the act of 1916, starting on page 
8167, where a war or national emergency has been declared by the 
President. That act 

Makes it unlawful, without approval, to sell, mort; , lease, charter, or in 
any manner transfer any vessel owned in whole or in a by a citizen of the 
United States, or by a corporation organized under the laws of the United States 
regardless of where the ship is documented. 

Additionally, the section makes it unlawful to enter into a contract to cor 
struct a vessel in the United States for any person not a citizen of the United 
States without approval 

Senator Munpr. In section 9, admiral, it would seem to me that where it is 
unlawful to transfer any interest in any ship, that must certainly include stock 
in the corporation. 

Admiral CocHrANE. We so consider it, Senator. 

Senator MuUNpbtT. You so consider it, and consequently, unless approval is first 
approved under the law of 1916, that would be an unlawful act. 

A(dimiral COCHRANE. That is our view. 

Senator McCLELIAN. Any interest in any ship certainly has to include stock 
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Now, at what stage of this transaction did the permission required 
by the law take place permitting your corporation to transfer these 
ships to foreign ownership 4 

Mr. Casey. Which transaction are you referring to, Senator? 

Senator Munpr. The one that put the ships in the hands of these 
Chinese. 

Mr. Casey. I don’t understand that. That remained under Amer- 
ican flag and is American flag so far as I know up until now. There 
was no transfer foreign there. We had a warranty to that effect and 
and opinion from Mr. Goertner, the counsel for the Commission, that 
that was American. 

Senator Munpr. It seems to me, if I understand this transaction, 
that the ships ultimately wound up either in the hands of a Greek 
citizen, through a myriad of corporate structures, or into the hands 
of a Chinese group controlling it. Am I wrong in my understand- 
ing of what happened / 

Mr. Casry. I think there is some confusion there. If you are talk- 
ing about National Tankers and United Tankers—is that what you 
are talking about 7—there was never a change of flags with respect 
tO those ships. They were sold to an American corporation, accord- 
ing to a warranty from that corporation, and according to the coun- 
sel’s opinion, There never was any change in flag, so that would not 
apply to that instant. 

Senater Munpr. Also one of these corporations, or two of them, I 
believe, are owned by this Greek citizen whose name escapes me at the 
moment. He is the owner in fact of two corporations having control 
of two of those ships. Isthat not correct? Niarchos? 

Mr. Casey. Now, if you are talking about American Overseas and 
Greenwich—is that right 7 


Mr. FLANAGAN, Yes, that is what he is talkine about 

Mr. Casey. Those had gotten permission from the Maritime Com- 
mission for foreign flag for Panamanian registry. So that section 
would not apply to them. 

Senator Munpr. But it says it is unlawful without permission. 


Mr. Casry. No, it applies only to American Flag. These were not 
American Flag, these were Panamanian Flag, with permission of the 
Commission, from the beginning. 

Senator Mr not. There is another statement of Cochrane's here, but 


lam advised by counsel that this whole case is in the hand of the Jus 
tice De} artment. They probab ly W decided it ce the legal process 
and it is not for me to try to decide here today. No further ques- 
tiohs, 


Mr. Fuanacan. Mr, Casey, since January 1, 1947, have you per- 
sonally made any gift or gratuity of any kind to any employee or 
ofhiei: al of the Maritime Commission / 

Mr. . ASEY. No. 

Mr. FLANAGAN. Since January 1, 1947, to your knowledge, has any- 
one who is in any Way associated ea vou in these tanker ti msac- 
tions made any gift or gr: ituity of any kind to an official or employee 
of the Maritime Commission / 


Mr. Casry. No. 
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Mr. Fianacan. Since January 1, 1947, have you had any finan 
transactions at any time with any official or employee of the Marit 
Commission ¢ 

Mr. Casey. No. 

Mr. FLranacan. Since January 1, 1947, to your knowledge, have 
of the people who associated with you in these transactions i 
way had any financial transactions with members or officials of 
Maritime Commission ? 

Mr. Casey. No. 

Mr. Fuanacan. I have no further questions. 

Senator Hory. Mr. Casey, thank you for your attendance. I 1 
that you wrote me a letter soon after this matter was referred to 
committee and expressed your willingness to appear at any time. 
had not called you earlier because we were not ready to go into 
vestigation. Thank you for your appearance, 

A number of members of the committee have engagements, v 
will make it necessary that the hearing be postponed until Wedne: 
of next week at 10 o’clock. 

You are excused as witnesses. 

(Whereupon, at 4:15 p. m., the hearing was recessed until 10 a 
Wednesday, February 27, 1952.) 
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WEDNESDAY, FEBRUARY 27, 1952 

UNirep STates SENATE, PERMANENT SUBCOMMITTEE 
ON INVESTIGATIONS OF THE COMMITTEE ON 
EXPENDITURES IN THE Executive DEPARTMENTS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to Senate Resolution 
No. 251, Eighty-second Congress, second session, agreed to — ary 
04, 1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee), presiding. 

Present: Senator Clyde R. Hoey, Democrat, North Carolina; Sena- 
tor John L. McClellan, Democrat, Arkansas; Senator Thomas R. Un 
derwood, Democrat, Kentucky; Senator Richard M. Nixon, Repub- 
lican, California. 


\lso present : Francis D, Flanagan, chief counsel; William A. Leece, 
issistant counsel, Louis Sornson, accountant, Ruth Young, chief cler! 
Senator Horny. The committee will please come to order. 


Mr. E. Stanley Klein will come to the stand. 


Mr. Klein, will you hold up your right hand? Do you aa rage 
swear that the testimony you give in this case shall be the truth, the 

hole truth, and nothing but the truth, so help you God ? 

Mr. Kurin. I do. 

Senator Hory. Mr. Klein 


, give your name, address, and 
othe reporter. 


eonnection 


TESTIMONY OF E. STANLEY KLEIN, BRONXVILLE, N. Y. 


Mr. Kier. E. Stanley Klein, 370 Fourth Avenue, my business ad- 


ress: my home address, 20 Hereford Road, Bronxville. 
Senator Hory. And give your position. 


Mr. Kuri. Vice president, John P. Maguire & Co. 
Senator Hory. Mr. Flanagan will conduct the questioning, Mr. 
Klein. 


Mr. Frawacan. Mr. Klein, will you tell the committee how you first 
pened to become associated with Case y and the others in connec- 

n with the purchase of these Government-owned tankers ¢ 
Mr. Kier. I was introduced to Mr. Casey and General Holmes by 
Mr. Stettinius. They had outlined this proposal to him and had done 
sine work on it. And he acquainted me with the facts and wanted 
ny opinion of it as a business proposition. 


FLANAGAN. 


And what was your general opinion at that time 
isto 


the outlook of this whole matter as a business proposition 
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Mr. Kuer. If all of the things could be accomplished, that 1s, the 
charters obtained and the ships allocated and the financing arranged, 
it looked to me like it was an attractive business proposal. 

Mr. Fuanacan. Did you meet with Mr. Casey and Mr. Holmes 
prior to the incorporation of AOTC on August 26, 1947 

Mr. Kier. Yes. 

Mr. Fuanacan. At that time did vou advise him in any way as 1 
how this plan should be worked out? 

Mr. Kuer. No. 

Mr. Fuanacan. Or did Mr. Casey himself have some plan? 

Mr. Kuen. No; I think there was considerable work that had to be 
done before we could come to any final conclusions as to how 
would be worked out. 

Mr. Fuanacan. What was Mr. Casey’s plan about which he told you 
and your associates of at the time of this first meeting or the first 
meetings ? 

Mr. Kirin. He merely acquainted us with the Ship Sales Act and 
its obligation to sell ships to American citizens at the close of the \ 
and if we could find employment for the ships after receiving 
allocation, financing was possible, he thought. No details of the pla 
were discussed at that time. / 

Mr. Fianacan. In other words, he merely told you that if they 
could get ships allocated and find charters and financing, they might 
be able to work out some kind of an arrangement: is that true? 

Mr. Kurt. Yes. 

Mr. Franacan. At the time of these first meetings, which would 
probably be in August 1947, were you conferring with Mr. Robert 
Dudley or Mr. Joseph Rosenbaum in connection with this matter? 

Mr. Kirin. No. 

Mr. Fuanacan. Did Mr. Casey tell you that they had any part 
this whole matter? 

Mr. Kier. He had told Mr. Stettinius that they had undertake 
to do this thing themselves. 

Mr. Fuanacan. That who had undertaken to do it themselves? 

Mr. Kurry. He and some associates in Washington. I think it wa 
Mr. Dudley and Mr. Rosenbaum. 

Mr. Fuanacan. And what did he say was the outcome of thi 
efforts / 

Mr. Kirin. They hadn’t been successful. 

Mr. Franacan. That is why L supposed they called on Mr. Stetti: 
and you. 

Mr. Kier. No, I think they then called on General Holmes, and 
he in turn introduced them to Mr. Stettinius. And I think that h 
made inquiry before he talked to me. 

Mr. Franacan. At that time, in August 1947, had you discussed 
possible chartering with any oil company ? 

Mr. Kier. Had I personally? 

Mr. FLANAGAN. Yes. 

Mr. Kuern. I think I had. 

Mr. Fianacan. With what oil company, and what representative, 
did you discuss it ? 

Mr. Ktrery. I think it was with Mr. Winterbottom of either the 
Panama Transport or the Standard Oil of New Jersey. I don’t know 
what his connection is, particularly. 
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Mr. Franacan. And briefly what was the extent of your discussion 
at that time? 

Mr. Kren. Briefly, the extent of the discussion was that at that 
particular moment they were not considering any further charters. 

Mr. Fuanacan. Did they indicate that they might be considering 
charters at some later date? 

Mr. Kier. Yes. They always indicate that. They can never tell 
which way the market will go, as I understood it. 

Mr. FuanaGan. Well, why did you decide to get into this venture, 
if, after you had talked to the Standard Oil people, they indicated 
they didn’t want charters / 

Mr. Kiet. It was quite a little time after that, that we did go into 
it, some week, I should say. 

Mr. FuanaGan. Was it in September, or in October, can you recol- 
lect ¢ 

Mr. Kier. No, I cannot. But it was some weeks after the original 
conversation. 

Mr. Franacan. In any event, a few weeks after the original con- 

versation, you again contacted Standard Oil? 

Mr. Ker. I clidin’t, no. 

Mr. FLANAGAN. Who did at that time / 

Mr. Kiri. Mr. Bergen of Marine Transport Lines. 

Mr. FuanaGan. We will take that up when Mr. Bergen is here. 

Did you have anything to do with arranging the loan which AOTC 
eventually received from Metropolitan Life ? 

Mr. Kier. Yes. 

Mr. Fuanagan. When did you first, to your best recollection, con- 
fer with the representatives of Metropolitan Life / 

Mr. Kier. IT would say from memory that it was a few days be- 
fore we made the down payment on the ships, just a few days before. 

Mr. Franacan. Before you made your first down payment 4 

Mr. Kier. Yes. Overtures had been made to banks before that, 
and the plan contemplated bank financing, but conditions arose which 
made it seem important to seek another source for the loan, and it 
was at that time that I approached the Metropolitan. 

Mr. FranaGan. Will you explain to the committee who is M. Daniel 
Frantz? 

Mr. Kuru. M. Daniel Frantz was an accounting and legal con 
sultant in this venture. 

Mr. Fuanacan. When did you acquire the services of Mr. Frantz? 

Mr. Kier. I can’t say exactly, but I think it was some time after 
we had arranged to have the Marine Transport group identified with 
us, 

We had invited them to participate in this venture, as practical peo- 
ple in the shipping business. 

Mr. FuanaGan. For what purpose did you hire Frantz? 

Mr. Kierx. Well, some one had to follow through on the legal and 
accounting details, and I would say that it was in that capacity that 
we considered Mr. Frantz of considerable importance and value. 

Mr. Fuanacan. Mr. Frantz is also a tax expert, is he not? 

Mr. Kier. I think so. 

Mr. Fianacan. He is primarily a tax expert, is he not ? 

Mr. Kier. I don’t know. 
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Mr. Fuanacan. Did you hire him in connection with tax problen 
that might arise along with the transaction ¢ 

Mr. Kier. Yes. 

Mr. Fuanacan. At the very beginning of your transactions, in t! 
first few weeks, what advice did he give you about the tax proble: 
you might have ¢ 

Mr. Kuern. Well, I don’t think we could approach the financing 
Mr. Flanagan, without first of all figuring out how we were going | 
be able to pay the money back. T here Was no sense in making 
application for a loan if you didn’t have a plan for returning | 
money. 

I personally was not too familiar with the tax situation or with t 
chartering situation. I didn’t know the terms of charters at t! 
time and didn’t know the tax impact. 

I can’t tell you, in answer to your question, just when it was t! 
some plan tas evolved, but I am sure we all discussed it in the grou 
and one by one phases of it were considered, and information suppli: 
which led us to the objective that we attained. 

Mr. FLuanaGan. In these early days of your corporation, in the fa 
of 1947, did Mr. Frantz advise you or to your knowledge any of yor 
associates that the ships should be bareboat chartered to Greenwi 
and in turn subchartered to Panama? Did he indicate that the boat 
should be chartered to Greenwich, a Panamanian corporation, and 
turn subchartered to Panama ? 

Mr. Kierx. Without any question, we were seeking the most favo 
able tax status which would permit us to pay back the loan within the 
time of the charter hire. 

Mr. Fuanacan. Did Mr. Frantz advise you that this would be a 
favorable tax status for you ¢ 

Mr. Kuery. I wouldn't be surprised. I am not certain just what 
the language was, but I think that it was the most favorable of the 
various ways we considered. 

Mr. Fuanacan. Was it not true, Mr. Klein, that had you not used 
Greenwich, in other words, had the $2.20 charter hire been paid 
directly to American Overseas, your income after taxes would 
have been sufficient to pay off your principal and interest payments 
to Metropolitan ¢ 

Mr. Kuetx. Within the 5-year period ? 

Mr. FLANAGAN. Yes. 

Mr. Kier. That is true. 

Mr. Fuanacan. In other words, you had to have Greenwich beea 
of the tax situation ¢ 

Mr. Kier. Not alone because of the tax situation. That wasn't 
the original purpose of Greenwich. 

Mr. FLANAGAN. Let me put it the other way around. 

Without Greenwich, you couldn’t have swung this deal as you did? 

Mr. Kiery. Greenwich supplied a more favorable tax status, as 

[ pointed out to you, than any other that we considered. But it was 
not the only purpose of Greenwich. 

Mr. FLanacan. What other purpose did Greenwich serve? 

Mr. Kiery. When the ships were first applied for, they were applied 

for for Panamanian ownership and Panamanian flag, and the dea! 
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as originally contemplated was to be a Panamanian venture. Others 
who preceded us in the allotment had had treatment of that eharacter. 

When it got to our allotment of these five American-owned and 
Panamanian flag ships, we had to comply with the wishes or with the 
allotment requirements, and to have American ownership. And so 
actually Greenwich Marine was intended to be the main vehicle. We 
had to supply American Overseas to comply with the requirements 
of the allotment. 

Mr. Fuanacan. Would this be a fair résumé’ At the time you 
first made your application, you wanted ships for foreign ownership. 
Right / 

Mr. Kuri. Yes. 

Mr. FuanaGan. And you wanted to have Greenwich Marine Corp., 
| Panamanian corporation, for that purpose / 

Mr. Kirin. Yes. 

Mr. FLANAGAN. Now, once your first amendment, your amendment 
No. 1, was accepted, and the Maritime Commission told you that 
you could have these ships in American ownership with Panamanian 
(lag. from then on what purpose did Greenwich serve ¢ 

Mr. Kier. It simply carried out the original intentions of our 
program, and it had a further value, because as long as the ships were 
carrying Panamanian flag it was far better, it was pointed out to us, 
that we then have the status of a Panamanian national as far as the 
charter was concerned, rather than be an American company doing 
business in Panama. No one could foretell what limitations or re- 
strictions might be imposed on American companies in Panama before 
the expiring date of that charter. 

Mr. Fuanacan. At that time, did anyone tell you it was necessary, 
absolutely necessary from a legal point of view, to have a Panamanian 
corporation for Panamanian flag ¢ 

Mr. Krier. No. 

Mr. FuanaGan. What other purpose did Greenwich serve, in your 
opinion ¢ 

Mr. Kier. Other than those I have named ? 

Mr. FuanaGan. Yes; those two. 

Mr. Kuern. I don’t think of any other particularly at this point. 
Those were the important ones, I am sure. 

Mr. Fuanacan. And the important ones were, and we will try to 

mmarize: No. 1, because of the tax situation / 

Mr. Kur. Not No. 1. No. 1, because it was an originally con 
emplated Panamanian venture. 

Mr. Fuanagan. Which fell throughs once you got your first 

endment. 

Mr. Kier. All right. 

Mr. FLranacan. And No. 2, because of the tax situation. 

Mr. Kiet~. No. 2, because it was better for us to charter to the 
Panamanian corporation, because it put us in the position of being 
a Panamanian national, under a bareboat charter. 

Mr. Furanacan. Although that was not necessary legally / 

Mr. Kuier. It was advantageous. 

Mr. FuanaGan,. No. 3, because of the tax situation ? 

Mr. Kur. No. 3. 
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Mr. FuanaGan. And those were the three reasons. 

Mr. Kern. Yes, sir. 

Mr. Fuanacan. Did you, as an officer of Greenwich Marine Cor), 
authorize or approve the assignment of charter hire which was due 
Greenwich from Panama through the Metropolitan Life? 

Mr. Kier. I don’t recall. 

Mr. Fuanacan. Do you know why that was done in that fashion / 

Mr. Kier. No, sir. I don’t at the moment, but I am sure the loa 
agreement would set forth the terms and conditions of it. 

Mr. Franacan. The terms are there. We know what the terms are. 
But we want to know the reason why this charter hire was assigned 
directly from Greenwich to Metropolitan. 

Mr. Kiem. Well, it was to apply on the liquidation of the debr 
and to create the debt from Greenwich to American Overseas meat 
while. In other words, we paid off the lending agency and created a1 
offsetting debt with American Overseas. 

Mr. Fuanacan. Wouldn't it be the normal procedure to assign that 
charter hire on to AOTC and have AOTC pay off its own debt with 
Metropolitan ? 

Mr. Kier. I can’t answer that question. 1 think that would be a 
legal question. 

Mr. Fuanacan. Were you advised by Mr. Frantz to handle your 
charter-hire assignments from Greenwich to Metropolitan in that 
fashion 4 

Mr. Kier. As an officer, I am sure that we undertook to accom- 
plish the requirements that the lending agency imposed on us; and if 
that were a requirement, | would think that it would be followed 
through. 

Mr. Fuanacan. Of course, one of the purposes in handling the as 
signment of the charter hire in that fashion was to consider the tax 
problems that might be involved. 

Mr. Kuier. I am sure that it had consideration. 

Mr. Furanacan. Do you know why, when it was necessary for your 
group to obtain income financing in the fall of 1947, and it was nee- 
essary for you to obtain approximately a million dollars from the 
Marine Operating group, that money was lent to Greenwich Marine 
and in turn re-lent to AOTC rather than being lent directly from 
Marine to AOTC? 

Mr. Kurry. There was a very good reason for it, the reason being 
that the charter to Greenwich Marine from AOTC was of considerable 
value, and because it was supported by a charter from Greenwich 
to the Panama Transport. Therefore, Greenwich Marine had a value 
behind its corporate structure which would support such a loan. 

Mr. Franacan. And that was because of the arrangements your 
group made on this chartering and subchartering; isn’t that right‘ 

Mr. Kuri. Yes. 

Mr. Fianacan. Can you tell the committee when your group and 
who in your group conceived the idea of assigning the next three ships 
which you were allotted to a new corporation, namely, National 
Tanker ? 

Mr. Kirin. I would have to answer that to the best of my knowl- 
edge; that that was more or less group action. And there was a rea 
son for it. In the loan agreement with the Metropolitan, there was a 
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clause which stated that we could not incur any additional debt with- 
out the strict approval of the lending agency. We were somewhat 
careless about remembering that clause, possibly, at the time we were 
chisikines about financing the three ships. We had intended to charter 
them to some prominent oil company, but the market was such at that 
time that we couldn't, we hadn’t anyway, found employment for 
those three ships. 

Mr. Fuanacan. Do you recollect meeting with Mrs, Olga Konow 
probably on the 19th of January and discussing with her some means 
or methods to transfer the three tankers which had been allocated 
to a hew group‘ 

Mr. Kuierx. I don’t remember the date, but I do remember Mr. Casey 
phoning me and stating that she had talked with him and setting up 
an appointment whereby we both might talk with her. 

Mr. Fraxacan. And then did you subse quently talk with her ¢ 

Mr. Kuri. I subsequently talked with her, with him. And it ap- 
peared that she was not a principal, as she had possibly indicated in 
the first talk with him, and as he had relayed to me, but that she was 
representing other interests that she thought might employ these ships 
profitably to themselves and to us. 

Mr. Fuanacan. In substance, what did she tell you her principals 
wanted at that time / 

Mr. Kirin. They wanted tonnage, because they had applied, as I 
understood it, for an allotment, and hadn’t been in a position on the 
list where they were reached. 

Mr. Fuanacan. They wanted charter tonnage / 

Mr. Kirin. They wanted to pats ‘hase tonnage or charter it or get 
tonnage in some way, either by purchase, bare-boat charter, time 
charter, or any way they could get tonnage. 

Mr. Fuanacan. They wanted tonnage either for charter or for 
purchase ? 

Mr. Kier. Yes. 

Mr, FuanaGan. Did she indicate at any of these meetings to you, in 
January 1948, what profit there might be in it for your group if such 
charter or sale could be arranged ? 

Mr. Kuri. My best recollection of it is that she indicated that if 
we could make the three ships available her principals might be able 
to pay a premium of $150,000 a ship. 

Mr. Fianacan. And did she indicate what, if any, commission she 
Was getting out of this? 

Mr. Kivi. She indicated that she was to be employed by the other 
side, and that we would have no obligation if a deal transpired be- 
tween us and the people she was to take us to. 

Mr. Fianacan. In other words, she told you people that if you 
could make your three ships available, either by charter or by sale, 
or both, you would get $150,000 a ship premium, and she woul l look 
to her principals for her bonus or her commission; is that true ? 

Mr. Kirin. Well, part of it is, I think. But I think it might be 
stated that as a broker she certainly could not commit anybody, and we 
certainly weren’t going to commit ourselves to a broker. When I had 
entered into the arrangements for meeting with her, I understood 
that she was to be a principal. When we got there, she turned out to be 
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representing someone else. From there on, the venture, as it was dis 
cussed, was simply exploring the possibilities of it. I couldn’t commit 
anybody in our group, and I am sure she couldn’t commit the people 
on the other side, and it was just a step leading to further conversations 
in regard to it. 

Mr. Frianacan. In any event, that was the original proposal ? 

Mr. Kiern. That was the purpose of our conversation. 

Mr. Fianacan. And at about this same time, I believe, on the same 
day, Mrs. Konow arranged, did she not, for you to meet her principals 

Mr. Kern. Yes. 

Mr. Fuanacan. And who were these principals, and where did you 
meet them ? 

Mr. Kiern. The principals were the National, I mean, the United 
Tanker Corp. And we met them in the law office of Mr. Wasson. 

Mr. FuanaGcan. That was Mr. Houston Wasson ‘ 

Mr. Kurr. Yes. 

Mr. Fuanacan. And with whom did you meet at that time? 

Mr. Kurry. Mrs. Konow introduced us to Mr. Wasson, and, as J 
recall it, there was Mr. Wei, and I think Mr. Lenfest and I think Mr. 
Chen. Imay not have those names quite right, but that is my impres 
sion of who was there. : 

Mr. Franacan. Now, at this meeting with Mr. Wasson, Mr. Wei, 
and the other representatives of the United Tanker group, did they 
then make you a proposition ? 

Mr. Kurr. I can't recall exactly what developed there. 

As I stated previously, I was not in a position to make any commit 
ments for our group. It was purely exploratory. We did discuss 
the possibility of their employing the ships and assisting us in the 
financing of them. 

Mr. FuanaGan. At that meeting—that was the first meeting vou 
had with Mr. Wasson and his associates—did they, as Mrs. Konow 
had done, indicate that they would give your group a premium of 
$150,000 a ship? 

Mr. Kirin. There was discussion of that, but it was pointed out 
at that meeting that they would consider such a program favorably. 
On the other hand, we had no knowledge at that time of their financial]! 
status, whether or not it was just talk, or whether they really could 
assist us in making the funds available for the down payment, and 
so forth. 

And the upshot of the meeting was that I suggested that Mr. Wasso: 
and one of his principals, or all of them, confer with the practical 
people in our end of the deal, Mr. Westerlund and his associates: and 


‘i meeting was set up, following that meeting, in Mr. Wasson’s office, 


to that end for that purpose. 

Mr. Fuanacan. And how many days after your first meeting was 
this second meeting with your operating people ? 

Mr. Krier. I left the office after that, as I remember it—T left 


the Wasson office, and went back over to Marine Transport’s office, 


and told them of our conversation. I can’t tell vou when the following 
meeting was held. but I think it was pretty soon after that, possibl) 
that day or the next. . 
Mr. FLANAGAN. It was within 1 or 2‘days, in any event ? 
Mr. Kuen. Yes. I would think so. 
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Senator Nixon. On that point, the point Mr. Flanagan has raised, 
who was present at the first meeting / 

Mr. Kurr. Mr. Casey and I, from our group. 

Senator Nixon. Who else ? 

Mr. Kirin. As I think I said, Mr. Lenfest, Mr. Wasson, Mr. Wei, 
and Mr. Chen. Mrs. Konow was not present. 

Senator Nixon. Those were the only people present, to your 
recollection ¢ 

Mr. Krier. All that I recall. 

Senator Nrxon. What discussion was there as to the type of cor- 
poration to whom these ships were to be chartered? Was that matter 
discussed ¢ 

Mr. Kier. None whatever at that point. 

Senator Nixon. You did not have any idea that there were Chinese 
nterests involved ¢ 

Mr. Kurin. Yes. 

Senator Nixon. Was that discussed / 

Mr. Kier. It was discussed. 

Senator Nixon. How was it discussed / 

Mr. Kiein. It was discussed by our saying that of course we would 
want a representation that the United Tankers qualified for purchase 

‘for charter. We asked for such a representation, and they told us 
that they could supply it. 

Senator Nixon. In other words, you knew when you were dealing 
with them that you were dealing primarily with Chinese interests / 

Mr. Krein. Yes. 

Senator Nixon. Excuse me. I did not get the answer. 

You knew the people you were dealing with were Chinese interests 
primarily 4 

Mr. Kuri. Yes. 

Senator Nixon. Let me ask this: Did you know it was primarily 
financing by Chinese interests ¢ 

Mr. Kietx. We were told so. 

Senator Nixon. But you knew you could not deal directly if that 
appeared in the make-up of the corporation. In other words, you 
knew that the corporation had to be set up in such a way that the 
financial control by the Chinese interests did not appear: is that right? 

Mr. Kier. No, sir. 

Senator Nixon. You did not know that? 

Mr. Kier. I don’t quite understand your question, I am afraid. 

Senator Nixon. Let me ask you this: Could you have made this 
deal with this corporation had it appeared that the corporation, from 

he standpoint of control, was controlled by Chinese Nationalists? 

Mr. Kurein. We weren’t concerned with it at that moment, because 
they had stated that they would represent to us that they did qualify. 

Senator Nrxon. Could you have made the deal with them had that 
ot been the case / 

Mr. Kuri. No. 

Senator Nixon. You could not; but you knew that as far as this 
orporation was concerned, as far as financing was concerned, it was 
primarily Chinese National financing ? 

Mr. Kirin. We were told that it was an American corporation in 
which funds had been supplied by Chinese interests. 

Senator Nixon. The primary part of the funds? 
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Mr. Kern. I don’t know that the word “primary” was used. 

Senator Nixon. You did not know that / 

Mr. Kuer. I didn’t know to what extent; no, sir. 

Senator Nixon. Did you assume that a majority of it could have 
been put up by American interests? 

Mr. Kier. At that point, I did not inquire, as to that, because we 
had no basis. 

Senator Nixon. That was not discussed ? 

Mr. Kier. No. 

Senator Nixon. I see. 


Mr. Franacan. On that very point, Mr. Klein, one of the important 


matters that you had to dec ide, was it not, whether or not this grow 
had the money to finance these ships ¢ 

Mr. Kuern. Yes. 

Mr. FuanaGan. Now, in your discussions with Mr. Wasson or wit! 
any representatives of the United group, Was it indicated to Vi 
directly or indirectly that the necessary financing would come fro 
this group of Chinese Nationals or companies? 


Mr. Kier. They told us that they would be able to supply th: 


funds. 


Mr. Furanacan. Where did they say they would get them ? 


Mr. Kier. They did not say where they would get them. W 


were dealing at that point with United Tanker Corp. 
Mr. Fruanacan. That is right. 


Mr. Kurr. And they had told us that they would represent to us 


if they got to the basis where we had a deal, that they quatified ; 
we assumed that they had, because they had made ap yplic ation on the 


own to the Maritime Commission, and the only reason they had not 


eotten ships (i rectly was because they hadn’t reached them in 1 
allotment. 
Mr. Franacan. But at what point of vour discussions did it b 


t 


come known to you that the financing in this arrangement would b 


put up, the majority of the financing would be handled, by the Chines 


/ 


group ! 
Mr. Kau IN. We were told that at the beginning. 
Mr. Fuanacan. And you were told at the beginning that Chin 
money would be used to finance it? 
Mr. Kiery. Not Chinese money; that Chinese money would be s 


plied to United Tankers in some fashion, so that funds would bi 


available through United Tankers. 

Mr. Fuanacan. But it would not be United Tankers’ funds 
would be Chinese funds. 

Mr. Kier. If they put it into Umted Tankers, at that point 
would be United Tankers’ funds. 

Mr. Franacan. But the real source of the funds would be this gro 
of Chinese? 

Mr. Kier. That is right. 

Mr. Fuanacan. Is that right ? 

Mr. Kirry. That is my impression. 

Senator Nixon. In fact, that was why you discussed the problem 
qualification. 

Mr. Kuen. That is correct. 

Senator Nixon. You would not have discussed that problem unl 
vou knew that was the case. 
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Mr. Kirin. And we wouldn't have asked for a representation, other- 
wise, 

Mr. FuanaGan. I understand that after your meeting with Mr. 
Wasson and the other representatives of United, you then had Mr. 
Bergen or Mr. Westerlund confer with this group; is that correct ? 

Mr. Kirin. Yes; I was not present. 

Mr. Fuanacan. After they finished conferring, did your repre- 
sentatives then confer with you and tell you what tr anspired ‘ 

Mr. Kirin. Yes; and I can’t tell you when it was. or the substance 
of it. My memory from that point on takes us to the aia of where 
it was discussed that we would have to think about using another cor- 
por ation for those three ships, bec ‘cause of the conflict in the loan agree- 
ment on the previous five. 

Mr. Fuanacan. I have here our exhibit No. 20, which is a copy of 
« letter dated January Y~1. 1948. addressed to General Holmes and 
Mr. Casey. It is unsigned, but Mr. Casey has testified that it was 
your letter. Do you recall that letter? 

Mr. Kure. Yes. 

Mr. Fuanacan. That letter, as I said, was dated the 21st, and it 
says in substance that it will be necessary to form a new Delaware 
corporation, and that it is your intention to bare-boat them with an 
option to purchase. 

Who conceived this idea of setting up the new corpor: ition and then 
bare-boating the three ships with an option to purchase 

Mr. Kuri. | can’t say just who thought about it. It was a natural 
consequence of the further discussions as to what United Tanker 
was in a position to comfortably do at that point. It must also be 
brought out here that even though we were talking about the three 
ships, they had the right, if they went through with the progran 
hat we had been discussing with them, to reject them, after they had 
inspected them, 

These three ships in particular were at the bottom of the list and 
were probably the least desirable of all of the ships that were sold 
by the Maritime Commission at that time; and it was not know: 
whether or not they would go ahead with one or two or three ships, 
and they had the right to reject all of them. 

So that in setting up the corporation, or in setting up the arrange 
ments, they had to take into consideration those variables; and cer 
I unly the corporation that had title to them would have to incur debt. 

Mr. Fuanacan. Did Mr. Wasson or any representative of United 
ndicate to vou that this would be the best method for acquirl & the 
ships 4 

Mr. Kier. I don’t remember. Mr. Flanagan. 

Mr. FLANAGAN. Is it possib le that this idea was conceived by lie 
United group rather than by your own group ¢ 


Mr. Kieren. It is possible. Anything is possible. 
Mr. Franacan. And you say you have no recollection whose idea 
this was ¢ 


Mr. Kier. No; I do not. 

Mr. Fuanaean. Is it true, Mr. Klein, that from the very beginning, 
or at least from January 21 on, after you wrote this letter, it was 
never the intention of National Tanker to purchase these vessels them- 
selves with their own money, but rather to allow the United Tanker 
group to purchase them or to finance them 4 
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Mr. Kier. It was our intention to purchase them with our mon 
but if they suppled the money, it was evident that they weren't in t 


same position financially as the Panama Transport on the other de:|, 


and it would have been difficult to finance, with their guaranty ot 
charter hire, from banks. Therefore we had to seek additional 
curity, and we did everything we could to secure ourselves to 1 
utmost in the relationship that we conte mplated with them. 

Mr. Fuanacan. At any time prior to the time you actually fi 
your application and set up your corporation, on the 22d or the 2: 
did they tell you that they would arrange the financing and if y 
would make the vessels available they would also arrange to give } 
a premium of $150,000 a vessel ? 

Mr. Kier. Well, I suppose in substance something like t| 
happened. 

Mr. Franacan. Did Mr. Casey or any of your associates ever t 
you subsequently that they had discussed this entire matter with a 
representatives of the Maritime Commission / 

Mr. Kuier. As I recall it, my letter requested that they do ¢ 
We were very anxious to make a full disclosure at all times, and 
didn’t want to proceed with any negotiations unless we knew ¢! 
it would have the approval of Maritime. And [ am sure that | 
letter pointed out to them, and I am sure in telephone conversatio) 
was suggested to them, that the complete set of facts be presented to t 
Maritime Commission in regard to this transaction. 

Mr. FranaGan. Did they ever report back to you that they did cont 
and reveal these facts? 

Mr. Kuein. Yes. I think General Holmes went over to see the 
and acquaint them with the facts. I was told, just asa oe matt 
that it had been done, and there was no objection to it, or they | 
given approval, or whatever the procedure that was followed by 
Commission necessitated. 

Mr. Fuanacan. In other words, Holmes told you that he had ma 
a full disclosure to the Commission ? 

Mr. Kier. Yes. 

Mr. Franacan. Did he say to whom he had made this disclosui 
Mr. Kier. I want to change the answer to that. I don’t know t 
Holmes told me directly. But it is my impression that Casey told 1 

that Holmes had been there. 

Mr. Fuanacan. Did Casey say that he, himself, had been there « 
made disclosures to anybody ? 


Mr. Kuern. I think he did talk to other members of the Commission, 
but I think General Holmes talked with Admiral Smith, who was 


then Chairman. 

Mr. Fuanacan. Did Casey tell you who he had discussed this mat 
ter with in the Maritime Commission ? 

Mr. Kuiery. If he did, I don’t remember who they were. 

Mr. Franagan. Do you recall that on January 24, 1948, National 


Tanker did enter into certain agreements with United Tanker? Do 


you recall that ? 
Mr. Kuern. I recall we entered into them. I don’t know the da 
Mr. Fuanacan. And they are already in the record. 
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Now, the record further indicates that you continued to be vice 


president of National Tanker until your group had finally disposed 
of their stock. 


Mr. Kuri. Yes. 
Mr. Fuanacan. From January 24 on, did you take any active part 


n the management of National Tanker Corp. ? 
Mr. Kier. Yes. 


Mr. Fuanacan. What did you do? 

Mr. Kier. Well, in the first place, I was vice president of it. I 
was available for the necessary signatures and so forth. And there 
wasn't a great deal of work to do. When you bareboat a ship to an- 
other company, the oper: itions and the details and so forth, are handled 
entirely by the charterer. There wasn’t a great deal to do. The 
funds that were received on income had to be applied against the ad- 
vances that had been made, and that was about the most that anybody 
could do in the operation of National at that time. 

Mr. FLranacan. From January 1948 on, until the time you disposed 
of your interest, did Mr. Wasson or any other representative of 
United take any active part in the management of the company 

Mr. Kier. Some one from that group was installed as treasurer. 

Mr. Fuanacan. Mr. Wei? 

Mr. Kuern. Mr. Wei. And there were very few checks drawn, but 
one of the requirements in the arrangement was that he countersign 
hecks. ‘That was because they had an option agreement. The char 

was for 10 years, as I recall it, and they had an option to purchase 

‘stock at some point, and it would not have been necessary to have 
re a and so on, if someone had followed the funds and knew that 
hey had been applied properly as the income was received into 
oe 

* FLANAGAN. Can you tell the committee why and by whom the 
Tra ins-World Maritime Corp., of which you were vice president, was 
set up ¢ 

Mr. Kuery. My impression was that it was by Mr. Mackey. 

Mr. Fuanacan. Who was secretary and treasurer of the corporation 
and one of your attorneys; isn’t that right / 

Mr. Kier. Yes. 

Mr. Franacan. Who conceived the idea of setting up Trans-World ? 

Mr. Kiev. Well, I think that was done possibly in conjunction 

th the United Tanker interests. It is not uncommon to have single 

p companies. It is desirable in many ways if a disaster occurred. 

ther assets would not be affected by it. And it is quite a common 
¢ to have single ship companies. 
nehiee ase, one of the ships, as I remember it, was in such bad shape 

it it was going to take a long time to get it in condition. And I 

nk that they probably felt it was more desirable to have sin ele ship 
corpors itions. 

Mr. FianaGan. Who felt that? The United group ¢ 

Mr. Kiem. The United group. 

Mr. Franacan. My recollection is that you continued to serve as 
in officer of Trans-World until the very latter part of January 1949. 
lt appears that some short while prior to that, in January 1949, Trans 
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World purchased the stock of American Viking Corp. Whose idea 
was it, to purchase American Viking stock ¢ 

Mr. Kier. I don’t know. It wasn’t mine. 

Mr. Fuanacan. Was it Mr. Casey’s idea? 

Mr. Kier. I don’t think so. 

Mr. FranaGan. Was it Mr. Mackey’s idea? 

Mr. Kuxr. It could have been his in part. 

Mr. Fianacan. For the most part, was it the idea of Mr. Wass 
of the United Tanker group? 

Mr. Kuer. [I would assume that they would have the most reason 
for it 

Mr. Fianagean. I also notice you are a vice president of the Ocea 
Marine Corp., which was incorporated in December 1948 and eve) 
tually held title to the steamship AHettleman Hills. 

Mr. Kier. The circumstances would be similar. 

Mr. FranaGan. Was that also set up at the instigation of Mr. Wa 
son or the United Tanker group / 

Mr. Kuri. I don’t know, but I would say the circumstances | 
applied in the previous case would be similar. 

Senator Horry. Mr. Klein, I believe you were one of the original 
incorporators of the parent company, American Overseas Tanker 
Corp. ? 

Mr. Kurtn. Yes, sir. 

Senator Horr. You and Mr. Casey and Mr. Holmes? 

Mr. Kier. Yes. 

Senator Horry. Now, do you know whether or not that corporation, 
during its existence, paid any income tax, whether it was hable for 
any, or whether it paid any? 

Mr. Kier. Well, it is still in existence. 

Senator Hory. I mean, do you know whether it up to now has paid 
any ¢ 

Mr. Kirin. No, I do not. 

Senator Hory. That is a Delaware corporation ? 

Mr. Kier. Yes. 

Senator Hory. You have no knowledge whether or not it has paid 
«iv income tax 4 

Mr. Krier. It is my impression that during the time that I was a 
officer of it, it didn’t. 

Senator Hory. That was my impression, but I wondered what 
had to say. 

Mr. Kuirry. But what it has done since, I don’t know. 

Senator Hory. You were also an officer and member of the Natio 
Tanker Corp. ? 

Mr. Kier. That is right. 

Senator Hory. Which was likewise a Delaware corporation ‘ 

Mr. Kier. Yes. 


Senator Hory. Did that corporation pay any income tax during 


its existence ? 

Mr. Kuern. I don’t know: because I had not been an officer for a 
year at the time we sold our stock. 

Senator Hory. Did it realize any income, as a corporation, not tl 
individual stockholders, on which it would be liable for income 
in connection with this whole operation ? 
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Mr. Kier. Not that I know of, but, as I say, I was not an officer 
for a full year, and therefore would not have an opportunity of 
knowing. 

Senator Horny. Then you were likewise an officer and one of the in 
corporators of the Oceanic Maritime Corp. / 

Mr. Kuri. Yes. 

Senator Hory. Now, did that corporation pay any income tax / 

Mr. Kirin. My same answer would apply there. I was not an 
officer for a full year, and therefore no tax would have been due until 
the end of a vear, and:therefore I don’t know. 

Senator Hory. Would that same thing be true as to the Trans- 
World Maritime Corp. / 

Mr. Kirin. Yes. 

Senator Hory. Now, so far as you know, have any of these corpora- 
tions I have mentioned here, incorporated under the laws of Delaware, 
paid any income tax ¢ 

Mr. Kirin. As far as I know, and up to the time I was an officer, 
I don’t think they did. 

Senator Hory. All right. Now, the Greenwich Marine Corp. was 
organized under the laws of Panama? 

Mr. Krerm. Yes. 

Senator Horny. Now, that corporation did make a profit / 

Mr. Kier. Yes. 

Senator Hory. Do you know something about how much profit it 
made ¢ 

Mr. Kieix. No, 1 do not. I couldn't be accurate. 

Senator Hory. It would not be liable for income tax ? 

Mr. Kier. No. 

Senator Hory. That would be true with the other corporations that 
were organized under the laws of Panama or any other foreign 
company £ 

Mr. Kurr. Yes. 

Senator Horny. So that as far as vou know, throughout these trans- 
actions. none of these corporations organized under the laws of the 
United States, or Delaware, paid any income taxes ? 

Mr. Kiri. If any were due, 1 am sure they paid them. 

Senator Hory. I am sure about that, but what IT meant was that 
under the oper: ations there were not any due. So that of these various 
Delaware corporations, none of them paid any income tax, and, of 
course, the profit was all made out of the Panama corporations and 
others chartered outside the United States, and therefore they were 
not liable for income taxes. Is that a fact? 

Mr. Kuri. Yes, sir. 

Senator Hory. Any questions, Senator? 

Senator Nixon. On the reasons, which I understand both Mr. Casey 
ind you have given for setting up the Greenwich Marine C ens as 
[ understand it, the primary reason was because it was originally 
contemplated as a Panamanian venture. 

Mr. Kier. Yes. 

Senator Nixon. Greenwich Marine was set up before American 
Overseas Tanker: is that right? 

Mr. Kietn. Yes. 

Senator Nixon. At the time Greenwich Marine was set up, there 
was no thought of setting up American Overseas Tanker ? 
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Mr. Kier. Well, Greenwich Marine, I think, Senator, was a con 
pany that had been set up, and was sort of in ’stock possibly in th 
counsel’s office, and we acquired it because of its availability. 

Senator Nixon. Was it acquired after American Overseas Tanke: 
was set up, or ged 

Mr. Kuier. I don’t know. But there wasn’t any occasion for a) 
corporation either in Panama or the United States being set up unt 
we knew we were going to have use for it. That is why they were 
only in contemplation up to that point, until the allotment was r 
ceived. So that if they came together, it was because there was) 
any use for either of them up to that time. 

Senator Nixon. As far as the reason for setting up Greenwich wa 
concerned, then, that is, the reason that it was originally contemplat: 
as a Panamanian venture, I understood you to “testify that that . 
longer existed after the change in regulations was made. 

Mr. Kie1x. Would you please say that again? 

Senator Nixon. I meant the original reason for setting up Gre 
wich Marine, the reason that you gave, because of its being a Pana 
manian venture at the outset, that reason no longer existed after y 
amended your application ¢ 

Mr. Krier. Oh, yes; it did. There were advantages, anyway. 

Senator Nixon. What advantages? 

Mr. Kuirry. Well, the advantages were that, having the Panan 
nian flag on those vessels and having them documented there, if thes 
were chartered to a Panamanian corporation, we at that point were a 
Panamanian national to that extent, and we were not in the posit: 
of a foreigner doing business in Panama. The rules that applied 1 
them probably were different and could be different at any time th 
those applying to Panamanian citizens. So that was a maj 
objective. 

Senator Nixon. Let me ask you this. Could you have operated 1 
vessels as American Overseas Tanker without going through Gre 
wich Marine? 

Mr. Kiery. Could we? I think we could. 

Senator Nrxon. You could have done that. without flying wi 
the Panamanian flag: is that right? 

Mr. Kier. We could. But we wouldn’t have had a deal. \\ 
could have operated the vessels without having the Panamanian co 
poration, but we couldn’t have gotten the money probably to finance 
them. 

Senator Nixon. Why could you not have gotten the money ? 

Mr. Kurry. Because we could not arrange the terms of payn 
im such a manner that the loan would be } aid off within the time of 
charter. 

Senator Nrxon. Well, now, just a moment. Why would it be eas: 
to get the money by setting up Greenwich Marine than by just lea) 
ing it American Overseas ’ 

Mr. Kuer. Because of the very reasons that you know: the i 
ment accruing on that charter there. And I don’t think the comn 
tee should consider that. without also considering that Maritime 
some purpose in considering American ownership and Panama 
flag. We were in competition with people who had Panamanian ow: 
ership and Panamanian flag, and we could not have done the busi: 
if we had not been put in a competitive position. 
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Senator Nixon. Going back to the point that you just made prior 
iy that statement, you could not have financed this through American 
Overseas Tanker, because the taxes would have been too high; is 
that right ¢ 

Mr. Kier. Well, not on the basis we did finance it. Put it that 
way. 

Senator Nixon. Now, do I understand you could have financed it ? 

Mr. Kuern. Well, we didn’t try. 

Senator Nixon. But you thought at least that it would have been 
very difficult to finance it if you had to pay the high taxes American 
Overseas Tanker had to pay; is that right? 

Mr. Kuri. I want to make it clear that we sought the most favor- 
able method whereby the tax status created for us was the most de- 
sirable. If there was more than one way of doing it, certainly we 
were seeking the most favorable status. And we chose this method. 
We had a choice, and we chose this method. 

Senator Nixon. As I understand it, then, the major advantage, as 
far as you were concerned in operating through Greenwich Marine 
was because of the tax advantages and the advantages which derived 
from that, the possibility of getting financing, for example. 

Mr. Kuen. Well, that seems to be your conclusion, but as I say 

Senator Nixon. If it is improper, I want you to correct me. 

Mr. Kirin. As I say, there were others. 

Senator Nixon. What one other, besides the tax advantage / 

Mr. Kier. One, the position of putting us in as a Panamanian 
national. 

Senator Nixon. Now, excuse me. What was the advantage of 
being a Panamanian national ? 

Mr. Kiet. Well, possibly foreigners are treated differently than 
Panamanian nationals, and can be-— 

Senator Nrxon. Why?! 

Mr. Kuirin. I say there is no reason why the Panamanian Govern- 
ment can’t impose conditions on foreigners at any time, either by law 
or by decree, which they may not impose on Panamanian nationals. 
And it certainly was e more desirable status. It was desirable, as was 
pointed out to us, to be a Panamanian national. 

Senator Nixon. What other advantage, then ? 

Mr. Kier. Well, as I say, it gave us a more favorable tax status. 

Senator Nixon. And financing? 

Mr. Kuiern. And, three, the deal was originally contemplated to be 
a Panamanian venture. Those were the motivating reasons, as I 
remember them. 

Mr. Fuanacan. Mr. Klein, where did you obtain the Greenwich 
Marine Corp.? Where did you get it? 

Mr. Kuer. It seems to me we acquired it from a Panamanian 
lawyer. 

Mr. Franacan. Named Joseph Luly? 

Mr. Kuern. I think that is who it was. 

Mr. Franacan. How much did you pay him for the corporation 

Mr. Kien. I don’t remember. 

Mr. Franacan. You paid him a fee of $25,000, as I recollect, ac- 
cording to your books. Wasthat what the fee was for? 

Mr. Kuen. Just for the corporation ? 

Mr. FLaAnaGan. Yes. 
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Mr. Krier. I am sure we wouldn't have paid that much for ju 
the corporation. But I don't know. 

Mr. Franacan. What else did Luly do other than turn this co: 
por ition over to you‘ 

Mr. Kiri. He appeared as counsel, also, as Panamanian counse 
and certainly was at the closing of the loan agreements, and so fort] 
and had to do with the recordation of the mortgages, and so fort 

He was a lawyer, as I recall it. I don’t know him too well. 

Mr. FLanaGan. I thought Mr. Mackey was your lawyer. 

Mr. Kuern. Well. we had several. 

Mr. FranaGan. Back to the acquiring of this corporation: Is it 
a fact that Mr. Luly had previously incorporated this Greenwi: 
Marine, and when you were looking for a corporation you went 
him and asked him if he had one? 

Mr. Kier. If he hadn’ t had one available, we would have formed 
one, but he had one that was formed and properly qualified and not 
use. That was my impression of it. 

Mr. Franacan. Was that part of Mr. Luly’s business, to have 
stand-by Panamanian corporations ¢ 

Mr. Kier. I re: ally don't know. 

Mr. Fuanacan. Did you ever hear that that was part of his bus 
ness ¢ 

Mr. Kier. No. I don’t know that I ever met him but once. if the 

Senator Nrxon. One other point I want to clear up. 1 understood 
vou to say that you thought this was necessary from a competitive 
st: ndpoint as well, that you did not want to be placed in an unis r 
position as far as other corporations that had this same financial 
tax advantage that you had were concerned. 

Now, would you indicate to me what other corporations vou know, 
or What other individuals, that operi ated in this manner, who would 

e potential competitors under these circumstances / 

“ite. Kirin. I don’t know of any. 

Senator Nrxon. Do you know of any other deals? 

Mr. Kier. Like ours? No. 

Senator Nixon. Not exactly the same, but other corporations set 
up to operate under Panamanian corporations and save taxes. 

Mr. Kirin. I think a cross section of all the corporations doing a 
world business outside the United States employ the foreign-corpora- 
tion base. 


Senator Nixon. My question refers particularly to the corporations 


you said would have an advantage over you, those who were dealing 
through the Maritime Commission for surplus ships. 
Mr. Kier. All of the ones that were granted Panamanian owner- 

ship. Panamanian flag, would have an advantage over us. 

Senator Nixon. Do you know of any of those specifically that you 
could mention as an example? 

Mr. Kuri. No, sir. 

Senator Hory. Any questions / 

Thank you, Mr. Klein. 

Mr. Kier. Thank you, Mr. Chairman. 

Senator Hoey. Mr. F. Willard Bergen. 

Mr. Westerlund, will you come up and sit here at the same time? 

Will each of you gentlemen stand and hold up your right hand? 
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Do you, and each of you, swear that the testimony you give in this 
hearing shall be the tr uth, the whole truth, and nothing but the truth, 
so he ‘Ip you God ¢ 

Mr. Bercen. I do. 

Mr. WeEstTERLUND. I do. 

Senator Hory. Mr. Bergen, give you name and address and connec 
tion to the reporter. 


TESTIMONY OF F. WILLARD BERGEN, RIDGEWOOD, N. J., VICE PRES- 
IDENT, MARINE TRANSPORT LINES; AND WILLIAM N. WESTER- 


LUND, NEW CANAAN, CONN., PRESIDENT, MARINE TRANSPORT 
LINES 


Mr. Bercen. F. Willard Bergen, 338 Highland Avenue, Ridge 
wood, N. a4 ana l ain vice president ot Marine Transport Lines. 

Senator Hory. Now, Mr. Westerlund, will you give your name and 
address and connection to the reporter ¢ 

Mr. Wesrertunp. William N. Westerlund, president, Marine 
Transport Lines, home address Talmadge Hill Road, New Canaan, 
Conn. 

Senator Hory. Thank you. 

Mr. Flanagan, you may proceed. 

Mr. Fuanacan. Mr. Bergen, will you explain briefly why your 
group, known as the Marine Operating Group, was brought into this 
transaction with Mr. Casey and the othe rs? 

Mr. Bercen. Yes; because of our supposed knowledge of the op 
eration of tankers, whereas they, of course, had little such knowledge 

Mr. FLanaGan. As a matter of fact, Marine Transport Lines and 
Marine Operating Co., both of which you are associated with, have 
been in the marine operating business for a great many years, have 
they not ¢ 

Mr. Bergen. A great many years. 

Mr. Fuanacan. L address this question both to Mr. Westerlund and 
Mr. Bergen, and whoever has the answer may give it. 

Did either of you gentlemen advise the AOTC group it would be 
necessary for them to have the Greenwich Marine Corp. in order to 

handle these subcharters tothe | Panama Tre ansport Co. ¢ 

Mr. Wersrertunp. Speaking for myself, I did not advise it. I 
don’t believe that we advised it. But [think that it became practically 
apparent that it should be a Panamanian company for the handling 
of the charter with the Panama Transport Lines. 

Mr. FLANAGAN. As an experienced marine operator, why is it nec- 
essary to have a Panamanian corporation if you are going to charter 
from an American company to a Panamanian subsidiary of a major 
oll company ¢ 

Mr. Wesrertunp. Well, I think that the first thing you nee 
is the practical matter of being an alien and simply domiciled in a 
country and therefore not having the benefits, whatever they may he 
of a citizen or domestic corporation in that country. I think it 
would be apparent from a business point of view that financing would 
be much more diffeult if not impossible if it were handled that way. 


fit were not handled through a Panamanian corporation domiciled 
actually in Panama. 
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Mr. Fuanacan. Did you say financing? 

Mr. Wesrertunp. I think it would be much more difficult, if not 
impossible. 

Mr. Fuanacan. Why would financing be much more difficult, if: 
impossible, other than from the tax viewpoint ¢ 

Mr. Wesrertunp. You can foresee possibilities in some countri: 
where alien funds may be tied up. And if that were to happe1 
would certainly greatly interfere with the position of the lendi 
agency. 

Mr. Fuanacan. Now, let us be practical, Mr. Westerlund. I knoy 
that this great country has had very pleasant relationships 
with Panama for a great number of years, and a great many oil com- 
panies and others operate in Panama. And did you really think th 
it was necessary, under those circumstances, to have a Panaman 
corporation ? 

Mr. WesTERLUND. I thought it desirable. And it seems to me th 
after that was done I had heard some unsettling things about Pana: 
so that it seemed that the course of events would justify that posit 

Mr. Franacan. Was one of the reasons that you set up this Pa 
manian corporation the tax problem ? 

Mr. Wesrertunp. The tax position was much more desirable und 
the Panamanian-corporation status than it would have been had th: 
ships been operated as an American corporation operating in foreig 
trade. It would also, if that had been done, if the ships were operated 
as an American corporation, deny the ships the very benefits thai 
seemed to be in the minds of the Maritime Connnissien in permitting 
them to operate under the Panamanian flag. And so far as I know, 
it would be just depriving the company, or the ships, of the benefi 
which the transaction was designed to accord them. 

Mr. FLanacan. As a matter of fact, is it not true that without t! 
tax advantages of the Panamanian corporation, and in view of tly 
taxes that would have had to have been paid by AOTC had the: 
chartered directly to the Standard Oil subsidiary, it would not have 
been possible to swing this entire deal, would it, as it was done? 

Mr. Wesrertunp. I doubt if it could have been possible. 

It could not have been done, certainly, within the limited period 
of the loan. 

Mr. Fuanacan. In other words, you couldn’t have obtained a 39 
million loan on a 5-year basis from Metropolitan and paid off yo 
principal and interest plus your taxes; is that correct ? 

Mr. Westertunp. It could not have been accomplished, 
opinion. 

Mr. Firanacan. So that regardless of all the other features involved 
here in the setting up of Greenwich, one of the main features was the 
tax feature, was it not? 

Mr. Wesrertunp. Taxes was a very important part of the 
consideration. 

Mr. Fuanacan. Mr. Bergen, was it you or someone in your group 
and I speak of your group as the Marine Transport group—that con 
ceived the idea of assigning the charter hire from Greenwich to 
Metropolitan ? 

Mr. Bercen. I don’t think it was. Iam quite certain it was not. 

Mr. Firanacan. Who conceived that idea ? 
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Mr. Bercen. The nearest I could answer that intelligently would 
be in a group discussion, a general business discussion, as often hap- 
pens, and out of that discussion some one or more would piece the 
thought together and come up with the final anwer. But I could not 
name any one as having thought of the idea. 

Mr. Fuanacan. Was Mr. Fr ‘antz, who was an attorney and a tax 
consultant, giving advice to you gentlemen as to how to handle these 
various transactions at that time? 

Mr. Bercen. He was one of several. 

Mr. Franacan. Was he the main adviser on that subject ? 

Mr. Bercen. I believe he was. 

Mr. Fuanacan. As a matter of fact, Mr. Frantz had previously 
worked for you, had he not? 

Mr. Bercen. He had. 

Mr. Fuanacan. And he is primarily a tax expert; is he not? 

Mr. Bercen. I believe so: yes. 

Mr. Fuanacan. And that was the reason you recommended him, 
was it not, to the AOTC group? 

Mr. Bercen. I believe that is true. 

Mr. Fuanacan. | recall that the original application of AOTC 
indicated that these vessels were going to be chartered by AOTC 
major oil company ; did it not? 

Mr. Bercen. Oh, I don’t know. 

Mr. FLANAGAN. Well, the record will show. It 


toa 


is already in the 


record, and it does indicate that these vessels were to be chartered by 
AOTC to a major oil company. 
Mr. Bercen. That is quite possible, but I am really not, personally, 


familiar with it. 

Mr. Fuanacan. To your knowledge, did the AOTC group ever 
advise the Maritime Commission that they were going to sube —— 
these vessels through Greenwich Marine rather than directly 
AOTC to the major oil companies ¢ 

Mr. Bercen. Not to my knowledge. 

Mr. FuanaGan. At the time that you conferred with the United 
Tanker group, which was referred to here this morning by Mr. Klein, 
which one, or did both of you gentlemen, confer with the United 
Tanker group ¢ 

Mr. Bercen. I must defer to Mr. Westerlund. 

Mr. WestTertunpb. I had the conversations with them, 

Mr. FLanacan. Can you place the date as to when you had your 
first conversations with the U nited Tanker group? 

Mr. Wesrertunpb. I can’t place the date exactly, but I can perhaps 
time it; because Mr. Klein came to my office after his talk with the 
United Tanker people. 

Mr. FLanacan. I believe our record indicates that the first conver- 
sations were had by Mr. Klein with United Tanker representatives 
on the 19th of January 1948; so it was probably between the 19th and 

21st when Mr. Klein wrote his letter, that you conferred. 

‘Mr, Wesrertunp. I think so. 

Mr. Firanacan. With whom did you confer at that time? 

Mr. Westertunp. Mr. Wasson came to my office and I think Mr. 
Mackey accomMpi inied him. 

Mr. Fuanacan. Mr. Mackey was your own attorney / 


95335—52——-11 
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Mr. Wesrer.unp. He was the attorney for American Overseas 

Mr. Fuanacan. American Overseas. 

Mr. Westertunp. And I believe also that a Mr. Wei accompanied 
him. 

Mr. Fuanacan. Mr. Chung-ching Wei. What was the proposition 
that these men made to you at that time? 

Mr. Wester.unp. They didn’t make a proposal to me. They dis. 
cussed the matter of a charter. They were considering a bare-boa 
charter, and this developed apparently from prior conversations. 
And I can’t recall the details. 

I can only try to fit in the pattern that normally when you charter 
a ship there are many things that have to be taken care of in the charter 
party. And these were generally discussed. 

One of the principal things that I thought should be considered was 
the security under the charter. And I believe at that time, in respect 
of that security, it was generally thought that’ possibly 6-month 
charter hire could be prov ided for, which I thought would protect th 
interests of the vessel in the event of any default, or it would go a wily 
toward meeting the obligations should the charterer default under his 
bare-boat charter : 

Mr. Franacan. Did they say what they wanted these ships for at 
that time? 

Mr. il STERLUND. To the best of my recollection, that was not dis 
cussed. I don’t believe they gave me any specific information as to 
just what they would propose to do with the ships. 

Mr. Franacan. In any event, they indicated they would like to 
charter the three ships that had been allocated to AOTC? 

Mr. Westrertunp. That is right. 

Mr. Fuanacan. Did they indicate also at that time that they wanted 
to work out some kind of an application or method by which the) 
could purchase the ships ? 

Mr. Wesrertunpb. I am not sure that they indicated it at that time, 
but it is my impression that I either got that from Mr. Klein, as being 
something that they wanted to do, or from them on that oceasion, that 
they didnt want to charter unless they had an option to buy. Or: 
least I believed that they wouldn’t charter unless they had the sation 
the stock option. 

Mr. Franacan. I asked that of you, Mr. Westerlund, because in a 
letter dated January 21, which is exhibit 19 in our record, Mr. Klei: 
wrote to Mr. Holmes and Mr. Casey and presented an outline of what 
you were going to do. You were going to set up a new corporation 

und you were going to bare-boat charter the Fadia and give an option 
{o purchase. 

And what I am trving to find out is who conceived that idea. 

Mr. Westeriunp: Well, I can’t state who conceived the idea, but 1 
can very readily see, and I must have at that time known, that the 
American Overseas Corp. could not, in accordance with its loan agree 
ment, have taken those ships and incurred obligations. So that it 
would have necessitated another corporation coming into the picture 

Mr. Franacan. At that time, did the United Tanker group ind 
cate to you that they would pay a premium of $150,000 a vessel for ge' 
ting these vessels ? 
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Mr. Wesrertunp. I don’t believe that they did specifically indicate 
that to me, but I think that Mr. Klein told me that if the option on 
the stock, the stock option, was exercised, it would represent sub- 
stantially $150,000 for each ship that the company owned. 

Mr. Fuanacan. Stripped of all its details, then, isn’t it true that 
what happened as a result of your conferences and your agreements 
with United was that they were going to give the AOTC group, of 
which you were then a participant, $150,000 a vessel for making avail- 
able to them your allocation of a vessel ? 

Mr. Wesrertunp. That isn’t the way it appeared to me. 

These ships were allocated to AOTC by the Maritime Commission, 
and the effort was made to get charters for them. That was unsuc- 
cessful, because it just happened to hit a bad spot in the market. 

As to the question of buying an allocation, I didn’t hear any such 
word used. I did know from them that they were interested in the 
use of the vessels. 

Senator Nixon. They bought the use of the vessels # 

Mr. Wesrertunp. They were interested in chartering the vessels, 
Mr. Senator, and then they wanted the option on the stock. 

Senator Nrxon. You would quarrel with Mr. Flanagan’s use of the 
technical word, that they purchased the allocation ¢ 

Mr. Wesrertunp. Well, I wouldn’t construe it in that way, because 
it seemed to me that these vessels were to become in fact the property 
of American Overseas, and therefore they were going to charter the 
ships from the owner and in connection with the whole transaction 
get a stock option from the stockholders to buy the corporation. 

Mr. Franacan. Well, what did they get from the AOTC group 
other than the right to pay for these ships themselves ? 

Mr. Wesrertunp. I don’t think they could get anything. I believe 
that is practically the position that they were in. They wanted ships; 
AOTC had been allocated these ships; and therefore I judge that the 
AOTC position in respect of them was what they wanted. 

Senator Nrxon. Then, in other words, your point is that although 
you would not agree with Mr. Flanagan that all that AOTC was sell- 
ing was the allocation that it had of these ships, you would agree with 
him that all that United was buying was the allocation. That is cor- 
rect; is it not? 

Mr. WesterLunp. Well, I am sorry, but I must persist in saying 
they were getting the use of these vessels. That is what they were after. 

Senator Nrxon. Well, the way they got the use of the vessels was by 
the allocation, though; is that not right? That is the first thing. 

They could not get the use of the vessels without having some vessels 
that were allocated to somebody. So they went to AOTC, bought their 
allocation, and got the use of the vessels. 

Mr. WesterLUND. No, sir; I just don’t see it that way. I think they 
‘ame to AOTC, knowing that AOTC had allocations of vessels and 
therefore had vessels available for charter. 

And that would be my shipping point of view in respect to it. 

Senator Unperwoop. May I ask a question at this point? 

Senator Horry. Yes, Senator. 

_ Senator Unperwoop. The vessels were actually used for transport- 
ing oil; were they not? 

Mr. WestTerLUND. I believe they were, Mr. Senator. 
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Senator Unperwoop. Where did they actually take them? I mean, 
in operation, how were they actually used, when they were used ? 

Mr. WesrerLuND. So far as I know, they were used exclusively for 
carrying petroleum products. 

Senator Unperwoop. From where to where? 

Mr. Wesrertunp. I don’t know their operations and their voyages, 
because we were not operating the ships. 

Senator Nixon. Let me ask you this question. I understand that 
the desirability of setting up this foreign corporation, that we dis- 
cussed with Mr. Klein and that you referred to briefly, is something 
that puzzles a lot of us who are not in these realms of dealing with 
ships in high finance. Now, you have indicated, as I understand it, 
the various reasons that Mr. Klein did. You agree with the reasons 
he set forth for the setting up of this foreign corporation. 

Mr. WeEsTERLUND. Yes. 

Senator Nixon. Now, let us take the Metropolitan Life Insurance 
Co., from whom AOTC had to get its money. 

Would it have loaned to a foreign corporation ? 

Let me put it this way. It preferred to loan it to an American 
corporation; did it not? Because the security of an American corpo- 
ration is far better from their standpoint than the security of a corpo- 

ration in Panama or any other foreign country ? 

Mr. Westertunp. Well, sir, I don’t think in this case it is quite 
so, because after all, they had the guaranty of the Standard Oil Co. 
of New Jersey, as you know. 

Senator Nixon. To whom did they loan the money ? 

Mr. Wesrertunp. The money was loaned to—— 

Senator Nrxon. The American corporation 4 

Mr. Wesrertunp. The American corporation. 

Senator Nrxon. That is all. 

Senator Hory. Of course, the guaranty of the Standard Oil Co. 
made the loan acceptable to Metropolitan. 

Mr. Wesrertunp. I think that was the principal reason they were 
willing to finance it. 


Mr. ee. Just one thing, Mr. Westerlund. Sometime in the 
summer or fall of 1947, did the Standard Oil Co. of New Jersey or 


any of hg wabeliiee: ies ever contact you with the proposition that you 
buy vessels and charter them to them? 

Mr. Wesrertunp. I think Mr. Bergen can testify more completely 
on that than I, but it is a fact that we had been talking to them. 

Mr. Fuanacan. And why did you not buy vessels ¢ 

Mr. Wesrertunp. We had bought some vessels, and we thought we 
were not particularly at that time impressed with the desirability of 
going beyond; because we had used up a great deal of our credit, and 
we weren't sure how these matters would work out in the long run. 
We undertook charters, long-term charters, in the hopes that we 
could pay out the ships during the period of the charter, and that 
at the end of that period there would be some market that would give 
us the profit; in that sense it would have been deferred profit. 

Failing that, we would have had a scrap value left at the end of th 
period. 

These ships, as you perhaps know, T2’s, were looked upon with 
some question in the mind of the shipping industry. They were wa! 
built, welded ships, that had had many cracks develop. One of them 
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actually sunk at the builder’s yard after she was launched. A great 
deal had to be done for them. The turboelectric principle was not 
one that was particular thought of as practical; not that it didn’t 
work, but the human element of attention, and so forth, was very diffi- 
cult in respect to it. 

Mr. Fuanacan. When was it that Standard of New Jersey came 
to you with the proposal that you buy the ships and they would 
charter them 4 

Mr. Bercen. That was several months earlier than the particular 
American Overseas deal we are speaking of. I don’t recall the month, 
but it was several months earlier. 

Mr. FranaGan. Did you first contact Standard of New Jersey with 
regard to the chartering of these five vessels of AOTC ¢ at 

Mr. Bercen. No; I have learned since that either Mr. Stettinius 
or Mr. Klein had spoken with Esso before I was brought into the nego- 
tiations; but that was in a very preliminary sense, 1 believe. 

Mr. FLanacan. When were you brought into the. negotiations with 
this Casey group? 

Mr. Bercen. | believe it was in the second half of September, and 
I believe it was possibly the second meeting with these various gen- 
tlemen, Mr. Stettinius and Mr. Klein. 

Mr. Fuanacan. Did they already have the allocation of ships by 
the Maritime by the time you got into the picture ? 

Mr. Bergen. Yes; they did. 

Senator Horny. Thank you very much, gentlemen. 

Mr. M. Daniel Frantz? 

Mr. Frantz, hold up your right hand, please. 

Do you solemnly swear that the testimony you will give in this 
hearing shall be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Frantz. I do, sir. 

Senator Hory. Give your name and address and connections to the 
reporter, 


TESTIMONY OF M. DANIEL FRANTZ, NEW YORK, N. Y., LAWYER 
AND CERTIFIED PUBLIC ACCOUNTANT 


Mr. Franz. My name is M. Daniel Frantz. My address is 47 East 
Seventy-fourth Street, New York City. 

To clarify the record, I am a certified public accountant. I am 
also admitted as a lawyer in the bar of the District of Columbia, the 
State of Illinois, and the State of California. I was acting in this 
particular matter, as a financial and tax consultant. 

Senator Hory. Mr. Flanagan will conduct the examination. 

Mr. Fuanacan. Mr. Frantz, who engaged your services on behalf 
of AOTC? 

Mr. Franrz. I talked to Mr. Klein primarily, on behalf of AOTC. 
T assume he consulted with the other members of his group. 

Mr. Fuanacan. And, in general, what were your services to be? 

Mr. Frantz. To act as financial and tax consultant for the trans- 
action as a whole. 

Mr. FuanaGan. How much were you paid for these services? Do 
you recollect ? 
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Mr. Franrz. Over the entire period of my association with the 
venture as such consultant, I received some $25,000, of which $15,000 
could be said to apply directly to the immediate financing and the 
immediate organization of the venture. The other $10,000 was paid 
for services runuing over approximately a year’s period. 

Mr. Firanacan. When were you first hired by AOTC? 

Mr. Frantz. I assume that you could say the date of the engagement 
started after my discussion with Klein, shortly after. 

Mr. Franacan. When was that? 

Mr. Frantz. That was in the early part of October, as I recall, 1947. 

Mr. Fianacan. Did you suggest or recommend the chartering ar- 
rangements which AOTC had with Greenwich and Greenwich in tur 
had with Panama Transport ? 

Mr. Franvrz. I certainly approved them as a good financial and tax 
solution to their business problem; and to the extent that they were 
the formulated result of the discussions of the group, I also certainly 
made a contribution tothem. But I think I cannot take the credit for 
having devised them entirely. 

Senator Nixon. To whom should the rest of the credit go? 

Mr. Frantz. To the group as a whole. 

Senator Nixon. What specific members of the group were tax ex- 
perts besides yourself ? 

Mr. Franrz. I think that in terms of tax competence I was perhaps 
the more experienced. 

Senator Nixon. The reason for my question: Mr. Casey said he 
did not think it up; that he did not know about it, and some of the 
rest have said they did not know. So I was just curious as to who 
had this rather interesting idea. 

Mr. Frantz. Well, Senator, will you permit me to say that I am not 
in any sense seeking to be evasive ? 

Senator Nixon. I understand. 

Mr. Frantz. I am merely trying to give credit where credit is due 
here. The other gentlemen who discussed it perhaps did not have 
the over-all picture, as it perhaps came from participating in all of 
the discussions. And I think it is only fair to say that any such 
solution would be shaped not only from members of the group but 
with counsel representing other interests. The lending agencies, or 
the prospective lending agencies, had counsel; the oil company had 
counsel; AOTC had its own separate counsel, All of these people 
made some contribution, and it would be sheer arrogance on my part 
if I were to say that I conceived the whole thing. 

Senator Nrxon. You took par in the negotiations from the begin- 
ning, though; is that correct ? 

Mr. Frantz. From the time I came in, I took part in substantially 
all of the negotiations through the financing of the AOTC five ships. 

Senator Nixon. When was it first suggested that it should be 
financed through Greenwich? Or when was it first suggested that the 
ship be chartered through Greenwich ? 

Mr. Frantz. Well, it was also my understanding as a financial 
matter from the beginning that always the ships were to be chartered 
by a Panamanian coporation. And the problem of what would be the 
legal relationship between the American corporation and the Pana- 
manian corporation then became a legal technical matter to which 
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admiralty counsel as well as general legal counsel would make their 
contributions aside and apart from the business factors. 

Senator Nrxon. You recall Mr. Klein’s testimony to the effect that 
one of the reasons it was essential to operate through the Panamanian 
corporation was that the company would otherwise be in an unfair 
competitive position with other companies who did so operate ? 

Mr. Frantz. That was my memory of the situation at the time. I 
also heard his testimony before the committee on the point. 

Senator Nixon. Do you have any facts as to the extent of that 
competition ? 

Mr. Frantz. As the record shows here, there were some 214 ships 
which were at that time Panamanian flag and Panamanian owned. 
All of those would be competitive in the business sense. 

Senator Nixon. Let ine ask you this: Have you, yourself, partici- 
pated in or advised the setting up of any other transactions similar to 
this one? 

Mr. Frantz. No, Senator. And the reason is that this was a diver- 
gence from the business practice that had gone on before, as I recall 
the facts before that. Some two-hundred-odd ships had been financed 
in the United States by various banking groups. But the problem 
was much simpler, because those ships were completely owned in Pan- 
ama, and thus the financing had been set up on that basis. 

Senator Nixon. My question was, “Do you know of any other deal 
like this one?” 


Mr. Franvrz. I personally have no knowledge of any other deal like 
this one. 

Senator Hory. Mr. Frantz, of course the purpose of planning this 
was, frankly, to see what could be made in the way of savings in 
taxes ¢ 

Mr. Franrz. That certainly was an important factor, but only one 
factor. 

Senator Horry. And the plan worked out, whether by you or the 
group or anybody who assisted, resulted in the corporations chartered 
in the United States, all of them, Delaware, I believe, not having to 
pay an income tax at all, and the profits being channeled through a 
‘anamanian corporation which was not liable for income tax in the 
United States. 

Mr. Frantz. That is the practical business result, yes. 

Senator Horry. And so the net result of the operations, however 
conducted or conceived, was that whatever profit was made on it, it 
would not be liable for income tax, and, of course, that would give 
them a very favorable position with reference to paying off their 
loan, and naturally it would make it very attractive to the Metro- 
politan or any other agency making a loan, because Greenwich Marine 
would not be subject to this very heavy income tax. And by virtue 
of these transactions, this company was able to make this application 
and to let the proceeds be applied to the retirement of the loan without 
having to contribute anything in taxes. And that was the result and 
the purpose of working out this transaction mainly. Of course, there 
may have been other things that entered into it. 

Mr. Frantz. May I make a comment on it, Senator? 

Senator Horry. Yes. 

Mr. Frantz. That was an intermediate result, you might say. In 
terms of taxes to be paid by Americans, the taxes would be the same. 
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In terms of taxes to be paid to America, the taxes would be the 
same to individuals in either case. 

The difference lay only in the corporate taxes, the difference betwee: 
a United States corporation and a Panamanian corporation. 

Senator Hory. I understand that. But the result of this was that 
no taxes were paid by the American corporations that participated 
in these various transactions, and the profits, whatever profits there 
were, would channel through the Panamanian corporation, and hence 
they would not be liable for taxes, 

Mr. Franrz. That is correct. 

Senator Hogry. Now, naturally, where the stockholders received 
profits, they would have to account for that as individuals. 

Mr. Frantz. Yes, sir. 

Senator Hory. But, of course, ordinarily that would come on the 
capital gains tax, which would be very much less than income. 

Mr. Frantz. May I make a suggestion there? In the normal op 
eration of this as a business enterprise as it was originally conceived, 
profits would ultimately have been paid as dividends from the Pan- 
amanian corporation and thus would have been taxed at the same 
normal rates as dividends from any American corporation. 

Senator Hory. But they did not pay it that way, did they? 

Mr. Frantz. That was happenstance, which had nothing to do 
with our original conception. 

Senator Hory. That was another part of the plan. So that whe: 
it was disposed of and the profits went to the individuals, they realized 
on capital gain instead of income, which would mean they would only 
pay 25 percent instead of a very much higher tax if it had been in- 
come. 

Mr. Frantz. I think it is only fair to say that that was not part 
of the original plan. 

My recollection was that the individuals going in started this as a 
long-term venture. Iam referring to the five AOTC ships now. And 
in business and financial terms in reference to them, I must say in all 
fairness that from a business standpoint they did not conceive of this 
venture involving profit for the full 5 years. As Mr. Westerlund has 
pointed out, the actual business value of these ships was entirely specu 
lative. They invested their money, and from what they started out 
to do and generally intended to do, they were to invest. their money 
and wait for 5 years. And at the end of that time all they have o1 
their hands, since the loan has been paid, are five ships whose value is 
entirely speculative and prospective. 

Senator Hory. But they did not invest any money of any conse- 
quence. 

Mr. Frantz. The investment of even so small a sum as a hundred 
thousand dollars is substantial if you lose it. 

Senator Hory. But to begin with the investment was a very small 
sum, a sum in very small amount. At what stage was it decided how 
to make this disbursement so that the shareholders would realize on it 
as a capital gain instead of an income ? 

Mr. Frantz. Well, as I said earlier, my engagement with this group 
did not go through the period of the sale. 

Senator Hory. Were you not connected with it at the time the sal 
was made and distribution was made of the money 4 

Mr. Franvz. I was not, sir. 
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Senator Hory. So you are not familiar with that. 

Mr. Franvz. I am not familiar with that. And I only interjected 
the other comment not to be contentious but merely to point out that 
it was my personal understanding that the original financial strue- 
ture did not contemplate a sale or a capital gain. “It conte mplated only 
normal operation and normal income taxes to be paid as the years 
went by. 

Senator Nrxon. Along the lines of your question, Mr. Chairman: 
As I understand it, you contend, then, that so far as the Government 
is concerned they got the same amount out of taxes by having this 
transaction set up through the Panamanian corporation as they would 
have gotten had that not been done. Isthat correct ¢ 

Mr. Franvz. Insofar as the personal shareholders are concerned. 

Senator Nixon. Just answer directly first. Is that correct, that the 
United States Government, from all sources, corporations, persons, 
everybody concerned, got as much money by having this set up through 

, Panamanian corporation as it would have gotten if it had been 
cet up asan American corporation / 

Mr. Franvz. I will have to answer that it did not. 

Senator Nixon. In that connection, have you by any chance figured 
out what the difference in tax would have been as far as the corpo- 
rations were concerned in the event that it was handled through the 
American corporation ¢ 

Mr. Franrz. I didn’t figure it out accurately. I listened to the 
testimony during this hearing. And, as I remember the facts, dur- 
ing the first year there would have been no difference in tax since the 
two corporations’ operations practically offset each other. And dur- 
ing that year, even had it been entirely an American corporation, there 
apparently would have been no tax. In the third, fourth, and fifth 
years of the charter there would have been an American corporation 
tax which perhaps might have aggregated as much as $350,000 a year, 
just speaking roughly, before excess-profits taxes. 

Senator Nixon. I might say our tax consultant, Mr. Sornson, at 
my request, made at least some preliminary calculations on that 
point, and I thought it would be interesting to niet up this point, 
because I think it is important for us to know that the Government 
did not get as much as it would have gotten had it been operated 
through an American corporation. 

You spoke of the 5-year period, and I am just speaking of the 3 
years in which there was a tax problem, 1948, 1949, and 1950. In 
fact, in 1948, taking the taxpayers’ figures on both depreciation and 
repair—and incidentally, both of those figures are under dispute, as 
you probably are aware—but taking the taxpayers’ figures, in 1948 
there would have been a loss of S101, 000. In 1949, however, there 
would have been a tax, after writing off the loss, of $380,192. And 
in 1950, there would have been a tax of $478,066. That is a total of 
$858,258, the difference in taxes which would have been asse essed in 
the event that this had been operated through the American corpora- 
tion rather than the Panamanian corporation. 

And, incidentally, in the event that the taxpayers’ claims as to 
depreciation and repairs are disallowed by the Treasury, and the 
ee s estimates prevail, the difference in taxes would be $1,- 

436,000, which would be paid in the event that this has been handled 
through the American corporation. 
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Now, getting back to your point that as far as the individua! 
were concerned there was no difference in the amount that the 
could profit from this deal by setting it up through a Panamanian cor- 
poration, that is your understanding even in spite of the fact that 
the corporation was able, by operating through the Panamanian co: 
poration, to pay off the loan much more quickly than it could have 
paid it off otherwise ? 

Mr. Frantz. That is my understanding. As a matter of fact, 
without being contentious, had the corporation’s gains been taxed in 
terms of corporation taxes, and had it been possible to finance that 

way, the amount of the taxes would have reduced by that much the 
amount payable by individuals, and they would have paid corres 
pondingly less personal tax. 

Senator Nrxon. At that time? 

Mr. Franrz. Yes. 

Senator Nixon. That is right. But what would happen when thi 
sale was made? 

Mr. Frantz. That is speculation. I can only speculate about it 
I assume that the purchaser would have paid less for the stock of t) 
project as a whole if it had been organized through an America: 
corporation. 

Senator Nrxon. Then your point is that the reason you set this 
up as you did was so that the individuals would pay more tax rather 
than less; is that correct ? 

Mr. Frantz. No, I cannot say that. 

Senator Nixon. Now, as a taxman, actually, getting right down 
to the facts here, you would not have advised these people, from a tax 
standpoint, to operate through a Panamanian corporation if it was 
going to be disadvantageous to them, or even if it was going to be 
the same either way, would you’ Why go through setting up these 
corporations? Why pay $25,000 for the purpose of getting the Gre en 
wich corporation, unless there was some adv antage to the individuals 

Mr. Frantz. From the tax standpoint, if the “adv antages had been 
even, certainly other factors would, of course, have been even more 
important. 

But it is my understanding of both the record and the facts as I 
knew them at that time that the real purpose for the Panamanian 
corporation’s organization was business necessity, in which tax status 
was an important factor, but by no means the exclusive factor or even 
perhaps the most important factor. 

Senator Nixon. In other words, when the individuals came to you, 
then, they said to you, “We do not care what we get out of this. We 
just want to be sure that the corporation does not get as much as it 
otherwise would.” You were really advising them that way? 

Mr. Frantz. If I may disagree, I think the individuals primarily 
wanted to put this together as a business enterprise. 

Senator Nixon. They were not interested in what they made out 
of it? 

Mr. Frantz. They were. And they were certainly interested in 
what taxes they would pay. 

Senator Nixon. And you advised them, then, in the way that in 
your opinion they could make the most money and legally pay the 
least taxes they could? 
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Mr. Frantz. Certainly I advised them as to the most favorable tax 
status that I knew. 

Senator Nixon. And you would not contend, getting back to your 
assumption of a moment ago, that the individuals would have made 
more out of this deal had they just left it operating through the 
American corporation ¢ 

Mr. Franvz. No, they would not have made more. 

Senator Nixon. They would not have made more, would they ? 

Mr. Frantz. No. If I understand your question, if they operated it 
solely through an American corporation, they would not have made 
more. 

Senator Nixon. They would have made less, would they? 

Mr. Frantz. They would have made less. 

Senator Nixon. How much less? 

Mr. Franrz. Well, my best judgment of the facts is that they would 
have made a 100 percent less; that they would not have had any 
project. I mean, I am not trying to be facetious, that I was also acting 
as a financial adviser in addition to being a tax consultant. And as T 
remember the actual conferences in which we participated, without the 
Panamanian corporation there would have been no financing. 

Senator Nixon. Then you were called in not for the purpose of 
advising them on the tax situation, but on whether or not this would 
be a transaction which they could put together; is that right ? 

Mr. Frantz. It was work to put it together; y yes, sir, 

Mr. Fuanacan. My recollection is, Mr. Frantz, that during the Ful- 
bright hearings, Mr. Casey stated at one point that they had obtained 
a ruling or a clearance from the Department of Internal Revenue on 
this matter. We have checked into this. 

Now, do you recollect that you in October 1947 did ask for a ruling 
from the Bureau of Internal Revenue on certain phases of this? 

Mr. Frantz. Yes, sir, a ruling was requested. 

Mr. Fuanacan. Did you ever get a reply ¢ 

Mr. Frantz. No, there was no reply. 

Mr. FLanacan. I will put this letter in the record, but will just 
read the pertinent part here. This is a letter dated January 29, 1952, 
addressed to me by Commissioner Dunlap. He states, in the second 
paragraph: ' 

Records in the Bureau indicate that the application was submitted on behalf 
of Greenwich Marine Corp. by Mr. M. Daniel Frantz, 25 Broadway, New York 4, 
N. Y., in a letter dated October 31. 1947. The application contained a request 
for a ruling as to whether the net charter hire derived by Greenwich Marine 
Corp., a Panamanian corporation, from bareboat chartering of vessels which 
were chartered by it from American Overseas Tanker Corp., to Panama Transport 
Co.,a Panamanian corporation, would be income from sources without the United 
States within the meaning of section 119 (c) (4) of the Internal Revenue Code, 

Bureau records further disclose that inasmuch as it was not the policy to 
rule upon the issue involved in the transactions discussed herein, the tax- 
payer’s representative withdrew the request for a ruling on November 25, 1947. 
The Bureau has had no further correspondence with the taxpayer or its repre- 
sentative subsequent to the last-mentioned date. 

Do you recollect that situation ? 

Mr. Franz. I recollect the situation. 

Mr. Fuanacan. Then, while you did send a letter in asking 
ruling, you never got the ruling. 

Mr. Frantz. That is correct. 
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Mr. Fuanacan. We will place this in the record. 

Senator Hory. Exhibit 23. 

(The letter referred to was marked “Exhibit No. 23” and will be 
found in the appendix on p. 695.) 

Mr. Fuanacan. Mr. Frantz, did this group seek your advice? 

Senator Nixon. Excuse me. Are you leaving that noint ¢ 

Mr. FuanaGan. Yes. 

Senator Nrxon. May I ask you, in that connection: You wrete this 
letter to the Bureau? Did you ever discuss it with anybody in the 
Bureau ? 

Mr. Frantz. Yes. 

Senator Nrxon. Prior to that, or afterward ¢ 

Mr. Frantz. There was first a preliminary discussion. 

Senator Nixon. A preliminary discussion before you wrote the 
letter ¢ 

Mr. Frantz. That is right. 

Senator Nrxon. With whom did you discuss it? Do you recall ¢ 

Mr. Frantz. The name eludes me for the moment, but I can ex- 
plain how it happened. 

[ went to the Taxpayers’ Ruling Section, as it was then called, and 
asked that somebody familiar with this type of problem be assigned. 
My present memory is that the man’s name was Birdsall or some thing 
of the sort. I had no personal knowledge of him or acquaintane eship 
with him. We had a preliminary discussion as to the facts on which 
I would present the application, and subsequently the application 
was written, discussing the facts as we understood them at the time, 
and presented. 

Senator Nixon. That was the only time you had with individuals 
in the Bureau? 

Mr. Frantz. Other than the discussion which took place at the 
time I presented the formal application. 

Senator Nrxon. What discussion took place then / 

Mr. Frantz. Simply an explanation on my part of the facts of the 
situation as I understood them, more commenting on the statements 
made in the application itself. The application, I might add, con- 
sisted of several pages and was an effort on our part to fully disclose 
the facts as we knew them. 

Senator Nixon. The first discussion that you had was a discussion 
made that you submit the letter at that time, by the Bureau repre- 
sentative whose name you can not recall ¢ 

Mr. Franvz. I don’t believe I could answer and say that a sug- 
gestion was made by the Bureau, since I was seeking the ruling. I 


simply discussed with him whether he would be willing to consider 


the ruling request. 

Senator Nrxon. Then he suggested to you that the best thing to do 
would be to formulate it in a letter? That is what h: appened ? 

Mr. Frantz. Yes. 

Senator Nrxon. Did he indicate to you what the previous practice 
had been on similar cases? 

Mr. Frantz. Well, one ruling had been issued on a previous Pan 
amanian corporation, and ow nership. It was uncertain what would 
be the policy of the Commissioner with respect to issuing a ruling in 
this particular case. And we couldn’t really determine, except by 
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actually submitting the application and awaiting their determination, 
whether or not they would rule. 

Senator Nixon. Those are the only two conversations you had with 
Bureau representatives, at the time you submitted the application, 
and this original preliminary conversation 

Mr. Franvz. That is all 1 now recall, Senator. 

Senator Nixon. With whom did you discuss it on your second trip? 

Mr. Fran'rz. It was the same man. As I recall, the name was 
Birdsall. 

Senator Nixon. Do you know whether anybody else, to your knowl- 
edge, discussed this tax matter with the Bureau / 

Mr. Franz. In terms of anybody else, are you referring to some- 
body from the AOTC group ¢ 

Senator Nixon. I would assume so. I would assume they would 
be the only ones who would be interested. 

Mr. Franvz. To the best of my knowledge, no one else from the 
AOTC group discussed it with them at any time. 

To be completely precise, the application was, of course, signed by 
General Holmes as an officer of the corporation, and he personally 
accompanied me as a matter of convenience for the signature, at the 
time of presentation. But I don’t recall that he said anything at the 
time to him, and I don’t recall his having any contact later. 

Senator Nixon. To the best of your knowledge, then, no individual 
either who was an oflicer of AOTC or any of its afliliated companies, 
or no individual employed by them or connected with them or inter- 
ested in them in any way, talked to any Bureau representative on this 
matter, except yourself 4 

Mr. Franrz. I have no knowledge of any such individual. 

l may say for the record that I myself on an occasion in New York 
used associate counsel here. But in such instances the responsibility 
was mine alone. And any such individual in such case would have 


been my representative and not theirs and would have been chosen 
by me and not them. 


Senator omg Associate counsel, you said ? 

Mr. Franvz. As I say, as a matter of convenience, one frequently, 
from a different place, uses one here. But in such a case you choose. 
or at least 1 do, my own Washington representative. 

Senator Nixon. You had none in this case 4 

Mr. Franvz. At the time 1 presented this, I had none. 

Senator Nixon. And no one from the organization consulted with 
them other than yourself ¢ 

Mr. kranvz. That is right. 

Mr. Fianacan. Did you ever confer on the tax problem or any 


other problem in connection with this transaction with Mr. Joseph 
Rosenbaum ¢ 


Mr. Franrz. No, sir. 

Mr. Fianacan. Did you ever confer with Mr. Robert Dudley ? 

Mr. Franrz. No, sir. 

Mr. FLanaGan. Were you consulted by any representatives of the 
AOTC group in connection with the tax problems involved in the 
setting up or the transfer of the tankers to the United tanker group ¢ 

Mr. Franrz. ‘The full answer is that I was not, except to make the 


point on the part of AOTC that they could not take the tankers into 
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the AOTC Corp. because of the loan agreement. And I stated it as 
I did because I was away at the time; I was not in New York during 
those negotiations. 

I was called by telephone when they started. I asked for tim: 
to think about the problem. 

Then I called back to raise the question whether or not the loa 
agreement would bring any participation by AOTC of any sort in 
any arrangement, that was the extent of my contribution. 

Mr. Franacan. Did they talk to you about this option they wer: 
going to get? 

Mr. Franz. It don’t recall any such conversation, because as far as 
I knew that developed subsequently and was developed by counsel for 
the two groups. 

Senator Hory. Any further questions, Senator ? 

Senator Nixon. Getting back to the point of this letter which you 
filed with the Bureau, as I understand it, then, you and Mr. Holmes 
were the only two individuals in any way connected with any of thes: 
corporations who talked to the Bureau representatives on this matter; 
is that right? 

Mr. Frantz. That is right. 

Senator Nrxon. Before or after the filing of the letter, at any time! 

Mr. Frantz. At any time. 

Senator Hory. Thank you, Mr. Frantz. 

The committee will now recess until tomorrow at 10 o’clock. 


(Whereupon, at 12 noon Wednesday, February 27, 1952, the hear- 


ing was recessed until 10 a. m. Thursday, February 28, 1952.) 
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THURSDAY, FEBRUARY 28, 1952 


Unirep States SENATE, 
PERMANENT SUBCOMMITTEE ON 
INVESTIGATIONS OF THE COMMITTEE ON 
EXPENDITURES IN THE Executive DEPARTMENTS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
No. 251, Eighty-second Congress, second session, agreed to January 
24, 1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee), presiding. 

Present : Senators Hoey, McClellan, Underwood, McCarthy, Mundt, 
and Nixon. 

Also present: Francis D. Flanagan, chief counsel; William A. Leece, 
assistant counsel; Louis Sornson, accountant, and Ruth Young, chief 
clerk, 

Senator Hory. The committee will please come to order. 

Mr. Randolph H. Guthrie will come to the stand, please. 

Will you hold up your hand, Mr. Guthrie? 

Do you solemnly swear that the testimony you give in this hearing 
shall be the truth, the whole truth, and nothing but the truth, so 
help you God ¢ 

Mr. Gururier. I do, sir. 

Senator Hory. Mr. Guthrie, give your name and address and busi- 
ness to the reporter, please. 


TESTIMONY OF RANDOLPH H. GUTHRIE, NEW YORK, N. Y. 


Mr. Gururtr. My name is Randolph H. Guthrie. My business ad- 
dress is 40 Wall Street, New York City, and my occupation is that of 
a lawyer. 

Senator, if I may, I think it would be helpful to the committee if 
I would be permitted to point out certain facts at this time and make 
a short statement. 

Senator Hory. Very well. You may proceed. 

Mr. Gururie. My firm acted as lawyers for Mr. Stavros Niarchos in 
connection with the purchase of the stock of Greenwich Marine and 
American Overseas 

Sometime ago, the counsel for this committee, in view of the fact 
that Mr. Niarchos is a foreigner and abroad, requested that I testify 
here so as to fill out the picture for this committee. 


169 
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In view of the fact that I acted in these matters as a lawyer, I com 
municated with my client, Mr. Niarchos, acquainted him with this re- 
quest, advised him of what I considered to be the privilege which a 
client has, and I am happy to report that Mr. Niarchos told me that 
so far as he was concerned with these transactions he would be very 
pleased if I would appear before this committee and give them any ii 
formation which I had with regard thereto. 

Now, secondly, I really think it would be helpful to the committee 
if I were to tell you very briefly something about our client, Mr. 
Niarchos, as a background for the questions to be later addressed to 
me. 

Mr. Fuanacan. Will you speak a little louder, please ? 

Mr. Gururre. Certainly. 

Mr. Niarchos, as has been stated heretofore, is a Greek national 
who has been in the shipping business all of his life. 

Now, Mr. Flanagan requested that there be given to him a list of 
the vessels owned or in the service of companies which are controlled 
by Niarchos interests. I won't refer to this now, since Pe) 
you will wish to make it part of the record, except to note this fact 
that these companies, as appears in this exhibit, own an aggregate of 
approximately 1,200,000 tons of ships, almost all of which are tankers. 

To illustrate what this means, I would call the attention of t 
committee to the report of the United States Maritime Commissio. 
as to the world tanker fleet as of July 1951. At that time, the United 
States—or to put it more accurately, there was under the United States 
flag 6,800,000 tons of tankers, and I am advised there were about 
600,000 tons in the process of being built. The companies to which ] 
have referred, associated with Mr. Niarchos, thus hold, afloat and 
building, the equivalent in tonnage of one-sixth of the tankers that 
carry the United States flag, although all of his tankers with the ex 
ception of 100,000 tons, approximately, are under foreign flag. 

To illustrate it further, actually, according to this statement made 
by the United States Maritime Administration, the only flags that 
have a larger tonnage than the tonnage of Mr. Niarchos are the United 
States, the United Kingdom, Norway, and Panama. France, Italy, 
Denmark, Sweden, Japan, Germany, Argentina, and all the rest of the 
countries of the world have less tanker tonnage under their flags. 

Now, one other point of perhaps some interest to this committee is 
that today, Mr. Niarchos, through companies in which he has a cor 
trolling interest, has orders with Vickers Armstrong in England fo 
two tankers of 44,000 tons each, and with Bethlehem Steel in this 
country for two other tankers of 45.400 tons each. 

Now, according to the Bethlehem engineers, these tankers to b 
built by them are larger in all respects except length than our new 
superliner, the United States. Asa matter of fact they, loaded, would 
have three-quarters of the displacement of the Queen Mary and the 
Qucen Elizabeth; that is, each tanker, in reference to either the Quee 
ee y or the (Ju enk Vlizabe th. 

Incident: lly, these American tankers will cost about $10 milli 
which is actually more than the cost of the five AOTC ships w 
which we are here concerned. 

Now, one other point with regard to Mr. Niarchos that I think | 
should also call to the attention of the committee, particularly in vie) 
of certain security aspects of this investigation. 
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Mr. Niarchos served in the last war as an officer on convoy duty on 
a United States destroyer actually under lend-lease to the Greek Gov- 
ernment and attached to the British Royal Navy. In the last war, all 
of the vessels of which he had control were devoted to the British or 
ee American war efforts, and as a matter of fact more than half of 
his fleet was destroyed by enemy action. 

Finally, Mr. Niarchos was in the United States this past November 
for several weeks. At that time he heard certain very disquieting, to 
him, rumors about what was felt about his acquisition of vessels, 
through the ownership of the stock of companies which had been pre- 
viously owned by American citizens. He poy ty wrote a letter 
io Admiral Cochrane under date of November 13, 1951, as the Maritime 
Administrator, in which he offered to Admiral Cochrane an undertak- 
ing in which “no vessel, nor the controlling interest in any vessel-own- 
ing corporation controlled by me, regardless of the registry of the ships 
involved, will be sold or tre ansferred without the consent of the Mari 
time Administration.” And he gave to the lawyers of the Maritime 
Administration carte blanche to make any arrangements they wished 
to make this effective. 

Perhaps, and I will ask you, Senator, it would be of interest to you 
for me to read this letter. 

Senator Hory. You may read it. 

Mr. Gururir. This is a letter, as I have said, dated November 13, 
1951, addressed to Vice Adm. E. L. Cochrane, Maritime Administra- 
tor, United States Maritime Administration, Department of Com 
merce, Washington 25, D. C.: 

DEAR ADMIRAL COCHRANE; As you may know, I own or control, directly or 
indirectly, about 45 foreign flag vessels built and building. Among the vessels 
of this fleet now operating are 10 T 2 tankers owned by Panama Oceanic Li 


Inc., the stock of which has been acquired by Wolld Tankers Corp., which I 
control. 


Perhaps I should say parenthetically here that Panama Oceanic 
Lines is not a company here involved but is a ¢ ompany org: unized under 
the laws of Panama, and the 10 ships were under the Panama flag, but 
the stock of this Panama company was owned by American citizens. 

Now, continuing with the letter: 


I have recently arrived in New York on a brief visit to this country, and 
have just been advised that the Maritime Adininistration has informally expressed 
concern over the sale of Panama Oceanic Lines, Inc., to a company controlled by 
me. According to this report, officials of the American Government apparently 
feel the vessels might fall into hands unfriendly to the interests of the United 
States, now that the company owning them is no longer controlled by American 
citizens. 

I have had built in this country two of the comparatively small number of 
vessels built since the war, and I have given material support to the expansion 
of American-flag-ship operations, as you undoubtedly know. Vessels operated 
for the account of companies I control have been acceptable to the largest Ameri 
can as Well as foreign charterers. I had always supposed that the practical con 
tributions of my enterprises to American and allied interests spoke for them 
selves, and therefore am seriously disturbed by the rumors now reaching my ears. 

Shipping under whatever flag is an international activity; but, through the 
\merican undertakings I have helped support, those ships that I have had built 
here, and my close associations with oil companies, shipyards, and financial 
ustitutions in the United States, I have become associated with American mari 
time interests in a practical bond which I am sure is as firm as any technical 
relationship. I should like to dispel any doubts, however unfounded, 
I stand or what interests my fleet will always serve. 

95335—52———_12 


as to where 
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To that end, I would be willing to enter into an undertaking with you that no 
vessel, nor the controlling interest in any vessel-owning corporation contro! 
by me, regardless of the registry of the ships involved, will be sold or tr 
ferred without the consent of the Maritime Administration. Such an under 
taking can be in any form which the Administration’s attorneys might recom 
mend in order to insure that the vessels shall never come under the contro! 
anyone who would harm the United States. 

I well realize that the availability and disposition of ocean shipping is a 
matter to you and all others concerned with the defense of the free world, 

I believe there should be no misunderstanding between any of us devoted to t! 
cause. I should like very much to have an opportunity to meet with you ( 
discuss briefly our mutual aims and to put in motion the offer I have just pr: 
posed. In hopes that you can spare me a little of your time, I shall get in t 
with your office to arrange, if possible, an interview. 
Yours very truly, 
Stavros 8S. NIaArcHOs 

I might add that subsequently an interview was arranged with Ad 
miral Cochrane. And Mr. Niarchos stated then, in addition to the 
reasons stated there, that quite frankly he did not feel that he v 
making any concessions or doing any thing that he wasn’t com 
ple tely prepared to do now or at any future time if the necessity aros 

The point of making the offer was to put in deed rather than 
words what he was prepared to do. 

Now, just one final observation. These proceedings have neces 
sarily involved two separate situations. One of them has to do with 
the disposition of three tankers which were originally allocated 
American Overseas, but where the allocation was immediately trans- 
fered to a new company, United Tanker, and these tankers passed out 
of the American Overseas picture. 

I have no observations to make with regard to that situation. | 
only want to observe that so far as Mr. Ni: archos is concerned and s 
far as I am concerned, we knew nothing about that; know nothing 
about it, and it is not part of the picture into which we enter. 

Secondly, in relation to this, I think that the committee should bear 
in mind that when Mr. Niarchos was approached, in 1950, and solicited 
to buy, first actually the ships, the five AOTC ships, with which we 
are here concerned, at that time, just for the record, I think I should 
remind this committee that the ships had been allocated and delivered 
to American Overseas for over 2 years and had been in operation dur 
ing that period; that the charter to Greenwich Marine had been 
force for over 2 years, the charter to Panama Transport had been made 
and had been in force in that period; that the loan with Metropolita: 
had been concluded, and two-fifths of it had been paid off ; that at that 
far as I am concerned, we knew nothing about that; know nothing 
time, when this matter was ae and as a matter of fact whe 
we were considering it, the reason for this sale or its origin arose fro! 
the fact that the principal a kholder of these companies, as stated 
to us, was the estate of Mr. Stettinius. And the executors of that estate 
naturally wanted to clear up assets of this character and reduce the! 
tomoney. Wesawa company the stockholders of which were gent | 
men such as Mr. Stettinius, General Holmes, the Minister to Lond: 
the University of Chicago, Admiral Halsey, Mr. Klein, a well-kno 
New York financier, Mr. Joseph Casey, former Representative 21 
well-known Washington attorney. Just so it will not be forgotten 
didn’t have the slightest idea that there was even remotely associ: 
with this matter any of the points which have given rise to this 
vestigation. And I think it is fair that you should have that in mit 
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because that is exactly what we had in mind at the time we were con- 
sidering this. 

And finally, I think because of the fact that there are two companies, 
or two situations, here involved, there has been some confusion about 
a point of law, which I would like to clarify. That is in connection 
with section 9 of the Shipping Act of 1916. 

Now, perhaps the most convenient way to refresh your mind as to 
this section is to read the admiral’s own statement, which I think is 
substantially correct as to what section 9 says. 

He says, on page 8165 of the record of the testimony in these pro- 
ceedings : 

Section 37 of the same 1916 act, which section comes into effect when the 
charter, or in any manner transfer to any person not a ctizen of the United 


States any interest in any ship owned in whole or in part by a citizen of the 
United States 


and note this: 

and documented under the laws of the United States— 
and I underscore that— 

unless this approval is first obtained. 


Now, I call attention of this committee that it does not in my opinion 
require a lawyer in the reading of this section where it states that the 
vessels to which this applies are those documented under the laws of 
the United States, to reach the obvious conclusion that it does not apply 
to vessels not documented under the laws of the United States. And | 
call your attention further to the fact that the five vessels with which 
we are here concerned were documented under the laws of the Panama 
Republic some 2 years before we came into this picture, with the 
express approval of the United States Maritime Commission, as it 
was at that time. 

Now, part of this confusion may also arise because of a confusion 
with regard to the applicability of another section, which is section 37 
of this same 1916 act, to which the most convenient way to make 
reference is again by referring to the admiral’s testimony, in that that 
follows immediately after the other section. 

He there quotes, and substantially correctly, that— 

Section 37 of the same 1916 act, which section comes into effect when the 
United States is at war or during any national emergency, declared by the 
President, makes it unlawful, without approval, to sell, mortgage, lease, charter, 

: in any manner transfer any vessel, owned in whoie or in part by a citizen of 
the United States, or by a corporation organized under the laws of the United 
States, regardless of where the ship is documented. 

Now, it is equally clear that that section in the same statute applies 
no matter under what state the vessel is documented. But, which 
must also be observed, that statute was not in force at any of the 
times of our negotiations, at the time of our contract, at the time that 
we consummated the deal, and indeed not in force until some 6 months 
later; so that that statute has no application to the present matter. 

Now, 1 am sorry I took so long, but I do think 1t might be helpful. 
And I might say further that it may be in these statements that I 
have not fully covered all the points involved, and in the course 
of the questions and answers I am sure Mr. Flanagan will go into 
that, or it may be that he would lke at this time to go into some 
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of these points which he has been good enough to let me state without 
interruption. 

Senator Hory. Before we begin that, I wanted to ask you this 
You spoke about the conference between Admiral Cochrane and Mr 
Niarchos. 

Mr. Gururtr. Yes, sir. 

Senator Hory. What resulted from that? 

Mr. Gururir. Nothing so far has resulted. We left it with the 
admiral and his counsel to prepare the papers in any form they would 
like, and Mr. Niarchos left it with me to consult with them and to « 
all that I could to reach a consummation of the offer made in that 
letter. 

Senator Hory. Nothing further has transpired ? 

Mr. Gururie. We have heard nothing further from the Maritime 
Administration, sir. 

Senator Hory. You may proceed, Mr. Flanagan. 

Senator McCLeLtan. May | ask a question first / 

Let me understand: Is it your contention that the statute which re 
quired the approval of the Maritime Administration, before these 
vessels could be transferred or the ownership of them could be trans- 
ferred, applied only to vessels documented under the laws of the 
United States? Is that correct? 

Mr. Gururtie. May | say that that is exactly what the statute says’ 

Senator McCietnan. And therefore it did not apply to vessels docu 
mented under Panama? Is that correct? 

Mr. Gururiz. Quite right, sir. 

Senator McCLe.uan. ‘that is your contention, then, that approval 


was not required. 
Mr. Gururir. I say that the statute expressly says that it applies 
to vessels, and I read, “documented under the laws of the United 


States.” Therefore section 9 applies to such vessels. Section 37 now 
applies to vessels documented anywhere. 

Senator McC.Le.tnan. But section 37 was not in effect at the time 
of this transaction / 

Mr. Gururir. No; for the reason that while both statutes, you see 
were considered in 1916, and the amendments of that section, 37, onl) 
come into effect when the President dec ‘lares an emergency. 

So section 37 was designed to cover anything at suc htime. But that 
section Was not put into effect until January of 1951. 

Senator McC.Le.tian. After the President declared an emergency 

Mr. Gururie. Yes. 

Senator McCLe.ian. I wanted to get it clear 

Mr. FLanaGan. As I see your point then, Mr. Guthrie, when y: 
purchased, or when the Delaware Tanker Corp. acquired, the stock 
of AOTC, that transfer was not approved by the Maritime Con 
mission; is that correct ¢ 

Mr. Gurnee. That is correct. 

Mr. Franacan. And you contend that that approval was not 
necessary, because under section 9 it sttaes that approval is necessa! 
only when ships are documented under the laws of the United States 
is that correct ? 

Mr. Gururir. I am saying that as far as section 9 was concerned 
that was net applicable. 
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[ will be glad to discuss with you now or later the provision in the 
contract of sale, which is a separate matter. 

Mr. FuanaGan. We will go into that. 

In an effort to clear up this legal point, 1 will refer to our exhibit 
No. 3, which is the contract of the original sale made by the Maritime 
Commission to AOTC when they transferred these five vessels. 

Mr. Gururig. Yes, sir. 

Mr. Fuanacan. And paragraph 5 of section 4 of that contract reads 
as follows: 

The buyer agrees that with respect to each vessel the American citizen owner- 
ship and Panamanian registry of the vessel shall not be changed without prior 
pproval of the Commission, and that if, in the judgment of the Commission, the 
national interest so requires, the national shall return the vessel to documenta- 
tion under the United States flag. 

Now, before we comment on that I might state that 1 am advised 
by the Maritime Administration that this is an unusual paragraph in 
a sales contract and was put in this spec ‘ific contract because of the 
fact that these ships, while they were American owned, were to be 

placed under the Panamanian flag, and that was the reason why they 
placed that in here. In other words, they said in effect, “In this case 
you have to have Commission approval before you can transfer these 
vessels.” 

Mr. Gururiz. Would you like for me to discuss that 

Mr. Fuanacan. Yes. Goahead. I would like your comment. 

Mr. Gururiz. In my opinion, and | think it could be demonstrated, 
this section did not refer to and was not intended to refer to a sale of 
the stock of American Overseas. Now, why / 

One, this particular provision, as Mr. Flanagan has stated, is a 
provision made between the seller of the ships, that is, the Maritime 
Commission and the | uyer, which is American Overseas. It is a con- 
tract provision. It reads, by its terms, that the buyer agrees that with 

respect to each vessel the American citizen ownership and Panama 
registry of the vessel shall not be changed without the consent of the 
Maritime Commission. 

Now, first, it does not read that the stock ownership of the buyer 
omes into it, but it reads that with regard to the vessel the citizen- 
ship of the owner of the vessel is not to be ¢ hanged without the consent 
f the Maritime Commission. 

Now, first, at that point, 1 would say that the plain reading of the 
section is that the buyer, American Overseas, the owner of these ves- 
eels—that the citizenship of that owner of the vessels shall remain 
\merican. ‘That is the plain reading of it. 

Secondly, this is a contract made with a company, and if the in- 
lerpretation is to be made that it is sought to apply to the stockholders 
of that company, I would call to your attention this fact, that I think 
nost lawyers would be fully acquainted with. When we make a con- 
tract with another company, and we wish to tie up the stockholders 
of that other company, we would certainly refer to provisions which 
should incorporate on their stock certificates some limitation on their 
authority to sell. It would either be by an express legend, which 
would make the limitation, or it would be by an express reference to a 
provision in the bylaws, or some other place where it could be found, 
vhich would bring to the attention of any prospective purchaser this 
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fact; for the reason—we knew it in this case, but I am talking about 
what this was intended to mean—that the way it stands if you are 
going to make the other interpretation it would be perfectly possil ble 
for the holders of the stock to sell to an innocent purchaser for val 

Now, in a deal of this sort you might say “No, ” because there is (oo 
much money involved. But we are talking now about what is th 
interpretation to be made of a contractual arrangement between thy 
original seller and the buyer of the vessels here involved. 

Now, thirdly, as Mr. Flanagan aptly said, I think, yesterday : “Li 
be practical about this.” Here isa provision drawn by the attorney: 
for the Maritime Commission. The Maritime Commission, |ias 
authorized that these vessels be put under the Panamanian flag. 

Now, that being so, it is clear, as a matter of law, that there is no |i! 
tation on the term of a bareboat charter that might be made by 
American company to a Panamanian company, or as a matter of fa 
any other company. So that if you are going to reach the stock. or 
you had an interest in reaching the stock, what, in fact, are you rea 
ing? 

Now, let us take this very case here, before we got into it at all. 

There was a charter made for the remainder of the economic |ife 
of the tankers here involved to Greenwich Marine. The only functio: 


which the American company in this case had was to hold the bare 
legal title, and after all sums had been paid on account of the Metro 
politan mortgage—and that is not just 5 years, but during the su 
ceeding pe riod is was necessary to make the payments to reimburs 
Greenwich Marine for the advances it made to Metropolitan. 

During that entire period, American Overseas didn’t even receiv 
the money, under the arrangement that existed here and was leg 


done so farasI see. American Overseas, or rather the stock of it, 
no control over the vessels at all. 

Now, the Maritime Administration lawyers knew this. So whi 
ask you, would they have been interested in tying up the sto: 
the company which owned the vessels, when the stockholders could 
absolutely nothing during the entire remainder of the probable 
nomic life as it is in fact here, or during the entire remainder of | 
economic life as the contract could have been drawn under a bar 
boat charter. 

Mr. Fianacan. Mr. Guthrie, if I could interrupt there: Are \ 
now contending that in view of the provisions of the law and in vii 
of the provisions of the contract, AOTC could have sold the stock 0! 
its corporation to a foreign corporation ? 

Mr. Gurnrme. Without any question in my opinion, sir. 
have sold it directly to Mr. Niarchos. 

Mr. Franacan. And you say, under your interpretation of the law. 
that AOTC could have sold the stock to a foreign corporation. That 
is what vou are contending. That is what it amounts to. 

Mr. Gurnrre. Yes, sir. 

Mr. Fuanacan. Now, let me ask you this. 
first. 

Mr. Gurnee. I will, just for the committee, say that I will still 
have some other points as to why this is so, but we will go right a! 
on your point. 
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Mr. FuanaGan. We will agree with you now for the purpose of 
this discussion. That being so, if this stock could have been sold 
to a corporation, and Mr. Niarchos being a very astute businessman, 
which I think you will agree he is 

Mr. Gururie. I think he is a very able businessman, sir. 

Mr. Fianacan. Why did he set up an American corporation, 
namely, the Deleware corporation, to receive this stock and pay taxes ¢ 
Why did he not set up a Panamanian or Liberian corporation, as he 
did in almost every Be Ba case ¢ 

Mr. Gururie. I take it for the purposes of this discusion there is no 
reason for me to pursue further the reason why, in my opinion, this 
contract provision means what I think it means. We will start on 
the premise that it means that. 

Senator Munpr. That is a conclusion between Mr. Flanagan and 
you. It does not necessarily involve all the members of the com- 
mittee. 

Mr. Gururir. Yes, sir. I realize that. And I realize also that 
is these points which make the differences of opinion among omar 
But I was also stating, and I would say it is sufficient at this point, 
because I don’t insist, sir, that you accept my view—I will say that 
my view was honestly arrived at and I think would be agreed to by a 
very, in My opinion, substantial majority of the bar, and that Mr. 
Niarchos, in these transactions, was proceeding in complete good faith 
in accordance with the views which the American counsel, I think 
upon which he was entitled to rely, gave to him. 

Now I will answer your question. Your question is; In view of 
these conclusions, why did Mr. Niarchos set up Delaware Tanker? 
And I will say that it was for three reasons. 

The first reason—not necessarily in this order—was there had been 
working with him in securing data and information and following 
the negotiations, two people from North American Shipping & Trad- 
ing Co., namely George Trypanis and David Dorn. He felt that he 
would like to give to them some recognition for their services in this 
particular matter. 

But there were two other reasons, and both of those reasons perhaps 
came from me; at least, the grounds on which those reasons existed 
were precipated by me. 

One of the reasons is this. Now, I say I feel, myself, that my 
opinion is sound with regard to this contractual arrangement. How- 
ever, Sir, Lama lawyer. I have found occasions on which my opinion 
has not been sustained in the courts; erroneously, in my opinion, but 
nevertheless people have differences of opinion. Now, having some 
experiences with that, as any of you gentlemen who are lawyers un- 
doubtedly have had also, when I give a client an opinion I always 
prefer, if it is possible—and it is not expensive—to provide additional 
insurance. 

Mr. Fuanacan. In other words, Mr. Guthrie—— 

Mr. Gutnrisz. I am not finished. Let me go on, sir, if you don’t 
mind. : . ; 

1 would like to give the three reasons, and then you may cross- 
——— Perhaps it would be more convenient for the committee if 

they had it all together. 

Mr. FLAanaaan, Very well. 
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Mr. Gururie. Now, it is my judgment that assuming, now, that 
I was wrong, which I don’t concede and I hate even to assume for 
the purposes of the argument, but I will, and assuming it was neces- 
sary under this provision, American citizen ownership, that a ma- 
jority of the stock belonged to American nationals, then here w: 
the insurance point of the second reason. Mr. Niarchos was Beving 
for Greenwich Marine $2,850,000. He was advancing the money for 
American Overseas, the stock of that company, $40,000. Those were 
the prices of the two companies. And if you would like, I will g 
into it and tell vou those prices were not under our control but under 
the control of the sellers, and they were limited: so those were fixed 
long before this, as to what would have to be paid in relation to these 
two. So he had $40,000, here, in the American company. Under thi 
circumstances, $40,000, what is he giving up, if he will take in thre 
American citizens, Mary Dracopoulos, and George Trypanis and 
David Dorn, and let them buy the stock. And then he had an option 
which protected his investment, so that they would repay it with 
‘t aco t of 10 years, but were limited to repaying it out of what tl 
eet out of American Overseas. That was the obligation. Of cow 
they could pay it from other funds if they wished. Why not a 
the structure in that form? Because then, if all else was wrong, if 
[ am crazy, or the court takes a different view, then we come down 
to the point, if there was any question about this, that the stockholders 
are 51 percent American citizens. 

Now, there are questions that could be addressed to this set-up. I 
will tell you frankly if I had any real doubt on the first part, I would 
have advised Mr. Niarchos to make a gift of the 51 percent outright 
and give it to someone he never heard of. Because it would be abso- 
lute stupidity, with an investment totaling $2,890,000, not to gi 
away $21,000, in other words, increase your price by $21,000 more, and 
then make it perfectly clear, without any question, that the stock of 
the American company was owned 51 percent by American citizens. 

Mr. Fianacan. On that point, before you go into others, if 

had made the gift of 51 percent to complete strangers, you ives Lys 
have the possibility that they will act like strangers and exercise the 
own judgment, and m: aybe kee p the stock and run the vessels as they y 
want. 

Mr. Gururiz. Now, let’s examine that point, sir. 

At the time that we bought this, you will concede that they were 
under a 15-year bareboat charter to Greenwich Marine. ‘There is no 
problem in him buying the stock of Greenwich Marine. Every con- 
trol of these vessels, without any exception, rests in the holder of the 
bareboat charter. That is Greenwich Marine. 

I ask you, sir, What could anyone have done to affect his use of 
the vessels during the 15 years? 

Mr. Franacan. They could have caused a great deal of trouble 
for Mr. Niarchos if they were majority stockholders and not friendly 
to him. 

Mr. Gururtie. I asked you how, sir. 

Mr. Fuanacan. Many ways. We won't have to go into all 
now, sir. 

Mr. Gurnee. Well, I don’t even know one. But that was the 


second reason. 
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Now, the third reason: There is also another point in this situation, 
about which I also felt that if it was not too expensive, it was worth 
while—and this would cost practically nothing—to take also some 
insurance on. It has already been suggested here that this original 
set-up between American Overseas and “Greenwich Marine is subject 
to possible attack on the grounds of tax avoidance. 

Now, we didn’t set that. We were buying it as it stood. There was 
the point, though, that if there was going to be, or if by any improb 
able chance that happened—and I put it in the same category as this 
other point—it would be just as well not to have both companies own 
ed by the same interests. 

Now, we didn’t feel too seriously about it. We didn’t do it on the 
basis of giving this outright to someone else. But that was another 
factor. 

Now, it was the combination of those three that led us to organize 
Delaware Tanker. 

Does that answer your question, sir? Those are the reasons. 

Mr. Fuanacan. All right. We will review those very briefly. 

The first reason, then, that you set up, was really a hedge in the 
event that you were wrong in your legal opinion, as you have just 
expressed it. 

Mr. Gururik, That was the first reason. 

Mr. Fianacan. The second reason I frankly don’t quite under- 
stand. 

The third reason, as I see it, was a hedge against any tax difficulties 
that AOTC might get into. Right? 

Mr. Gururie. Yes. 

Senator Nixon. You have two reasons that were hedges. 

Now, let us vet to the other one. The one that was not a hedge, 
I mean. 

What was the second one? I would like for you to explain that. 

Mr. Gurnrie. Well, in my reference to them, one, two, or three, 
it should be understood that I don’t necessarily place them in that 
order. The other, the third of the reasons, was this: That in connec- 
tion with these transactions Mr. Dorn and Mr. Trypanis had been 
of assistance to Mr. Niarchos, and he felt he would like to give them 
some reward, 

Senator Nixon. That was the substantive reason, in other words 
That was one where he wanted to make them a gift, in other words. 
Is that right ? 

Mr. Gururie. To give him an opportunity on these terms, yes. 

Mr. Franacan. On that very point, Mr. Guthrie, is it not true that 
he could have placed Mr. Dorn or Mr. Trypanis in a Panamanian 
or Liberian corporation and given them the same / 

Mr. Gururte. He could have placed them anywhere. He was free 
to do what he liked with the stock of American Overseas and Green- 
wich Marine. 

Mr. FLanaGan. So you did not need an American corporation to 
reward Dorn and Trypanis? 

Mr. Gururte. No, sir; certainly not. He could have paid them in 
cash, for example. 

Mr. Fuanacan. The only two reasons, then, that are left is a hedge 
against the bad legal opinion that you might ‘give, and, two, a hedge 
against tax difficulties that AOTC might be in? 





180 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Mr. Gururim. Well, I would say, sir, this: That when you say t!, 
only two that are left, if you exclude the first, obviously, they are the 
only two that remain. 

Senator Nrxon. You excluded the first, did you not, yourself, by 
pointing out that if he wanted to help these people out he could have 
given them money or given them stock in another corporation set u 
in a different way? 

Mr. Gurnurre. Yes, sir. The only implication I get from that 
this, that if you could, because you find it convenient in this particular 
transaction, to make your recognition of services in a particular y 
it is perfectly obvious that anyone has a multitude of ways that he 
could recognize someone. He « ‘ould give them cash, give them stock in 
a Panama corporation. He could have done this, that, or the other 
thing. But the reason that motivates this particular one is that it is 
convenient to put all of these three together in one package. 

Senator Nixon. Yes. But here is the point 

Mr. Gutiere. I hope I am not arguing with you. I just want | 
make it clear. 

Senator Nrxon. I know neither of us wants to quibble, but the 
question, as I understood from Mr. Flanagan basically was, Why set 
up the corporation in this fashion? And your answer was that one 
of the reasons was that he wanted to reward these people. 

Mr. Gururte. Yes, sir. 

Senator Nixon. That really is not a reason for setting up a corpo- 
ration in this way, because he could set up the corporation in any way 
and reward the people, could he not? 

Mr. Gurueie. Well, whatever way we set it up, you could still make 
the same response. We had to end up one way, and we ended 
this way, and this was the reason why we ended up this way. 

Senator Nixon. But the point is this: th: at if you are going to re- 
ward somebody with some corporation stock, you can reward th 
with stock in an American corporation or stock in a foreign corpo! 
tion, completely and obviously foreign control, or any other kind of 
corporation, could you not? 

Mr. Gurnee. Oh, quite right. You could do anything you wished 

Senator Nixon, So the reason for setting up one type of corpo 
ration or the other type of corporation could not be that that was 
the only way that you could reward them? 

Mr. Guriete. Oh, certainly not. 

Senator Nrxon. The reason, then, does not exist in that way. 

Mr. Gururie. That I find great difficulty in following, sir. 

Senator Nixon. All right. I will not pursue it. 

Senator McCretian. You are familiar with the contract. between 
the Maritime Commission and the American Overseas Tanker Corp. 
for the sale of these vessels, are you not ? 

Mr. Gururie. I am not sure as to what section you refer to, but I 
have read it. 

Senator McCre..an. I will read the section. You are certainly 
familiar with this section : 

The buyer agrees that with respect to each vessel the American citizen owner 
ship and Panamanian registry of the vessel shall not be changed without prior 
approval of the Commission. 
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Mr. Gurnee. Yes, sir. 
Senator McCietian. And that— 


if in the judgment of the Commission the national interest so requires, the buyer 
shall return the vessel to documentation under the United States flag. 

Mr. Gururie. I am familiar with that section. 

Senator McCretian. Your client and you were familiar with it at 
the time of this transaction; were you not? 

Mr. Gururir. No question about it. 

Senator McCiettan. Do you say that the American Overseas 
Tanker Corp. lived up in letter and spirit to that provision in the 
contract at the time of this transaction ¢ 

Mr. Gurnrie. Yes, sir; I say it lived up to the provision in the 
letter, the spirit, and the intent of the Maritime Commission in placing 
that provision into the contract. 

Senator McCietian. Well, if this provision had any meaning what- 
soever, if it had any validity, any purpose to serve, cert: ainly that 
purpose was not served in the manner in which this transaction 
took place. 

Mr. Gururim. May I answer that, sir? 

Senator McCuetxan. Yes. 

Mr. Gurnee. The meaning of this provision, as I view it, was to 
enable the United States to have an American citizen here owning the 
vessels, upon which it could act to see that those vessels were either 
returned to American flag as the second part provided here, or to act 
with regard to them in any way that our Government saw proper. 
The title to the vessels should be and should remain in an American 
citizen. ‘The only person having title is the company owning them. 
The stockholders do not have title to the vessels. The company has 
title. Therefore, the purpose behind this was that. 

Senator Munpr. Who owned the company ? 

Mr. Gurnee. The stockholders of the company owned the com- 
pany. The stockholders of a company control the company; but I 
isk you, sir, what was here to control in American Overseas, when 
we bought it ? 

Senator McCie.ian. Let us just get back to being practical. 

Mr. Gurnmrre. Yes. 

Senator McCretian. Obviously this provision was put in the con- 
ract to serve some purpose. 

Mr. Gurnrie. That is quite agreed. 

Senator McCietian. All right. Now, if the American Overseas 
Tanker Corp. violated either the letter or the spirit of that provision 

1 the contract, in the consummation of this transaction with your 
client, your client knew of that violation at the time and conspired with 
the Overseas Tanker Corp. to violate it and therefore is equally guilty 
in the violation of it if the violation has actually occurred. You did 
it knowingly, in other words, 

Mr. Gururre. No question about it. My client did it under advice 
of counsel, on which I am content to rest, that it was perfectly proper 
not only in the letter but in the spirit of the agreement. Because if you 
Will analyze 

Now, I realize that I am talking as a man who has considered this at 
some length, but I will tell you in all sincerity that I think if you will 
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consider it you will reach the same conclusion after you have had 
chance to think about it. 

Senator Hory. Do you think it would make any difference in chang 
ing the stock of the corporation from an American citizen to a noi 
American citizen ¢ 

Mr. Gururie. Certainly. In many cases, sir, it would make a vast 
difference. 

Senator Hory. Do you think it would make a difference in this case ’ 

Mr. Gururir. It does not, sir. 

Senator Hory. And the only reason you think it does not maki 
difference here is because the control of these ships had been unde 
this agreement vested in somebody else. 

Mr. Gurnrit. That is the reason in practice it makes no differen 
but I will say this. that when you draw an agreement, the question is : 
What objective did you wish to obtain 

Now, I call your attention to something else. I didn’t complete a 
the reasons, and I will just draw your attention to another point : that 
up to the time these ships wer » allocated, mind you, sagen, propa 
time, they id acne n Americans, under American flag, ani 
then they were allocating them all foreign, foreign ownership, foreig: 
flag. Now, at this point “they changed, and the y make it an America 
corporation to take, but foreign flag. 

Now, the American corporation should take, but there should be 
foreign flag. But up to this point they have been content for bot! 
to be foreign where there were no limitations. 

When they put in this limitation, just leaving aside the language o1 
anything else, why should you assume that the »y wanted to do more 
than always to insure that the company, the person owning the vessels, 
should be one which should be subject to the jurisdiction of the Mari 
time Commission’? They could get the vessels back. They had some 
one on which to function. The economic interest behind it, who woul: 
get money out of it, was not a part of the national concern. An 
certainly if they intended the other, they just didn’t put it in; and | 
don’t think they intended it. 

Senator Hory. Now, on that same point, where do you say that title 
to these vessels rested ? 

Mr. Gururiz. In American Overseas. 

Senator Hory. In American Overseas ? 

Mr. Gururie. And still rests there. 

Senator Horry. And still rests there. 

Mr. Guturte. Yes, sir. 

Senator Hory. And ee think that the transfer of the stock in t! 
company that you speak about, the organization of that company, bai id 
no effect ? 

Mr. Gururre. Yes, sir. And I think further that the stock of that 
company could have been transferred directly to Mr. Niarchos or to 
any other foreign national under the terms of t his provision. 

Senator Hory. What control did the Overseas Tankers have ove! 
these ee at the time the contract was made? 

Mr. Gururie. They had no control, sir. They had given up contro! 
for 15 years or the balance of the 15 years then remaining. 

Senator Hory. And you say the only thing was that they had a lega: 
title ? 





SAL 


Mr. G 
Senate 
If you 
contract 
and why 
mission « 
if they a 
being ob 
consent ¢ 
Mr. G 
was so Cc 
think it 
senat« 
that ther 
Mr. G 
Senate 
of this ¢ 
vided, by 
and the 
valid, ye 
you coul 
Mr. G 
Senate 
way. A 
Mr. G 
earlier st 
plainly t 
that is, 
owned b 
free, wit 
stock to. 
Mr. N 
Senate 
Mr. G 
on this, 
une fr 
wns In 
vhich is 
lemonst) 
Senate 
as been 
that is al 
But th 
nd ho © 
your int 
‘roversy 
Then the 
Mr. @ 
[respect 
by Mr. N 
Senate 
that SUS] 
you knov 


e or 


nore 


n the 


. had 


that 


or to 
ovel 
ntrol 


legal 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 183 


Mr. Gurnee. That was perfectly clear under the bare-boat charter. 

Senator McCienian. May I ask you one other question ? 

[f your theory is correct, that neither the letter nor the spirit of the 
contract was violated under this transaction, what was the objection, 
and why did you not comply with the provision, by getting the per- 
mission of the Maritime Commission? It would have been so simple, 
if they agreed with it, if your theory is correct, and the spirit of it was 
being observed. What was the reason for your not applying for their 
consent ¢ 

Mr. Guturtr. I will give you that, sir, very simply. I thought it 
was so clear there wouldn’t be any difference of opinion. And if I 
think it is so clear, why should I go to someone ? 

Senator McCLentian. You, certainly, as a lawyer, make allowance 
that there might be differences of opinion ¢ 

Mr. GuTurie. That is true. 

Senator McCrietnan. All right. Now, you could have avoided all 
of this controversy by doing the simple thing that the contract pro- 
vided, by applying and getting permission. If your position is valid, 
and the Commission thought that the position you had taken was 
valid, you could easily have gotten their permission. Do you think 
you could have gotten that ? 

Mr. Gururir. Why, certainly, sir. 

Senator McCLeLLan. But you did not do it. You chose the other 
way. And now this controversy has arisen by reason of it. 

Mr. Gururir. Yes, sir, And perhaps you were not here, sir, at an 
earlier stage ; some question had arisen about another company, where 
plainly there are no rights of the United States in the matter at all, 
that is, with respect to the sale of stock of a Panama company 
owned by American citizens but under Panama flag, where they are 
free, Without question, where no one disagrees that they can sell that 
stock to anyone. 

Mr. Niarchos, who was here in November, made an offer 

Senator Hogy. ‘That has all been gone into. 

Mr. Gururir. As soon as he found that there was any question 
on this, there was an offer made not only, sir, for the ships that 
ame from America but for all the fleet of this gentleman, who 
wns In foreign tonnage of tankers approximately one-sixth of that 
chich is under United States fl: ag. I don’t think good faith could be 
lemonstrated any more than by that. 

Senator McCietian. | appreciate that many times after something 
iis been detected people undertake to make rectification of it. And 
_ is apparently what has happened here. 

But the point I can’t understand is why, if everything is so simple 
ind no one is being harmed, and people would agree with you as to 
your interpretation of it, you didn’t avoid the possibility of con- 
‘roversy and censure by simply applying and getting the permit. 
Then there would be no issue here before us. 

Mr. Gurnee. Sir. I think I should make two observations on that. 
[respectfully suggest, sir, that your characterization of the offer made 
by Mr. Niarchos is a very ungenerous one. 

Senator McCietian. I am not charging that; but it gives rise to 
that suspicion. You know that, as a lawyer, as a practical lawyer, 
you know it gives rise to that suspicion. 


ue 
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Mr. Gururte. Sir, there are involved in this transaction, here, five 
ships, totaling 85,000 tons. Mr. Niarchos is talking about a fleet of 
1,200,000 tons. And if it was done for that purpose, I suggest to you 
that the disparity in figures would render the conclusion in that 
clear. 

I would suggest to you, secondly, that if, in the opinion of a lawyer, 
you have clear provisions, it is not necessary, ma you do not go to 
the other party who made an agreement. If you and I make an 
agreement, and you plan to do something with the property concerning 
which we have an agreement, if your lawyer says that the terms of tly 
agreement are clear, and you are entitled to make disposition of it ir 
accordance with what he advises you, I suggest to you, sir, that you 
do not come to me to ask if I agree with your lawyer 

Senator MoCietnan. Well, 1 would suggest this, in dealing with 
the Government, if you want to avoid controversy: That where the 
Government has retained an interest through its agents, to have some 
control over the property, title to the property, acting in good faith 
you probably would not take, in a transaction of that “magnitude, { 
opinion of your own counsel, but you would consult with the othe 
to make sure it was cleared up before the transaction was cons 
mated. 

Mr. Guturtr. Well, sir, that gives rise to differences of opinion. 

Senator Munopr. In addition to the contract, you must have bee: 
familiar with the provisions of section 9 in the law, were you not ? 

Mr. Gururtr. Yes, sir. 

Senator Munpt. Which seemed to make it pretty clear that ther 
should be no transfer of ownership without permission. 

Mr. Guturm. Sir, may I read to you section 9? Because I thin! 
that there is a certain confusion. 

Senator Munpr. All right. 

Mr. Gururir. Section 9, as quoted by the Admiral, by its terms 
provides, as he says: 

Section 9 of the Shipping Act, 1916, makes it unlawful to sell, etcetera, etcet 
and transfer in whole or in part— 

Senator Munpr. Are you reading from these hearings? 

Mr. Gurnrtre. Yes, sir; page 8166. I would like to read from ¢! 
because I think I can convince you. If you would note down, h: 
what it makes unlawful, it is the sale of a ship owned in whole o: 
part by a citizen of the United States. Now, we have such a ship 
here. But the statute continues: “and documented under the laws of 
the United States.” This ship, sir, with the permission of the United 
States. is documented under the laws of the Republic of Panama and 
is not documented under the laws of the United States, and therefore 
I respectfully submit that section 9 has no application to this case. 

Senator Munpt. You are reading from what page ¢ 

Mr. Gutnrm. Page 8166, top of the page. It starts at the bottom of 
page 8165. And if you will read just the line “and documented unde! 
the laws of the United States.” 

Senator Munpt. Well, you stopped reading a little too soon. 
over to the next page. 

Mr. Gururie. Let’s read at the bottom. Section 37 of the same 1!'1! 
act makes it unlawful, regardless of where the ship is een ed 
Section 37, sir, though, came into effect in January of 1951, 
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was more than 6 months after we took title to the stock. It wasn’t 
in force. That is the source of this confusion, I think. 

Senator Munpr. You mean that there was no national emergency 
at the time you took it? 

Mr. Gururm. That is right. The statute had not been put into 
effect. There is another point to consider. Both of these statutes were 
in existence at the same time, you might say 9 was intended for peace- 
time and 87 for war and they made the distinction delibe ‘rately on that 
ground. Certainly, the distinction is made. 
~ Senator Munpr. Read on a little further. We will come back to 
section 9: 


In section 9, Admiral— 
says the committee member interrogating Admiral Cochrane— 


it would seem to me that where it is unlawful to transfer any interest in any 
ship, that must certainly include stock in the corporation. 

Admiral CocHraNeE. We so consider it, Senator. 

Senator MunpT. You so consider it. And consequently, unless approval is 
first obtained under the law of 1916, that would be an unlawful act. 

Admiral CocHrane. That is our view. 

Mr. Gururir. Yes, sir. 

Senator Munpr. So that probably the best-advised single witness 
we have had so far, because he is head of the Maritime Administra- 
tion and has devoted a life to salt-water affairs—his interpretation is 
that section 9 sharply indicates that it is an unlawful act to transfer 
this stock without prior permission. 

Mr. Gururir. No, now wait. This question is addressed as of now, 
and right after he has quoted section 37. He says in the first part, 
here : 

In section 9, admiral, it would seem to me that where it is unlawful to trans- 

fer any interest in any ship, that must certainly include stock in the corpora- 
won, 
Now, there you are adressing the question as to where stock is included. 
But you are not defining a ship under foreign flag. I don’t think it is 
fair to the Admiral to have him have that interpretation made, be- 
cause I think it is obviously incorrect. 

Senator Munpr. Any ship. We have not limited it any place at 
all. 

Mr. Gurnee. I don’t think he understood the question, sir. 

Senator Munpr. Well, that is a strange criticism to make of the 
\dmiral. Maybe he cannot understand the questions, I do not know. 
But the answer seems to be obvious. 

Mr. Gururte. I would just suggest to you, sir, that where the 
statute says it applies where the ship i is documented under the laws 
of the United States, that is what it means, that the statute so says. 

Senator McCueiian. Mr. Guthrie, was it not the purpose and in- 
tent of this provision of the contract of sale, paragraph 5 of section 4, 
which I quoted to you a few minutes ago—was it not the purpose 
and intent of that to make section 9 of the 1916 law applicable to 
these ships ¢ 

Senator Munpr. Of course. 

Senator McCietian. That is the whole purpose of that section, as 
l interpreted it. 
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Mr. Gururre. I might say that assuming section 9 was applicable, 
in my opinion I think it is well established by the law applicable to 
it that it does not apply in such event even to stock. But I won't 
argue that point with you, because I think it is perfectly clear that 
section 9 does not apply, and, frankly, I am sorry to differ with you 
but I do not think that this agreement meant what you would have 
it mean, sir. 

Mr. Lercr. Mr. Guthrie, when these vessels were purchased, they 
were the last vessels that were sold by the Maritime Commission for 
United States title and Panamanian registry é 

Mr. Gururir. They were almost the only ones, sir, weren’t they / 

Mr. Lerece. Yes. Panamanian registry and permission to operate 
them under the Panamanian flag was given to American Overseas 
by the Commission, provided that they complied with paragraph 5 
of the contract. 

Now, it is perfectly true, as you point out, that section 9 applies 
only to vessels under United States documentation. 

‘These were not. 

Mr. Gururir. May I get that? Because there have been a lot of 
differences in opinion. You say it is perfectly clear? 

Mr. Lerce. If I can continue, that is exactly the reason for para- 
graph 5, and that does not relate to section 9 but section 2. 

Mr. Gururie. That is the question, sir? It does not relate to 
section 2. 

Mr. Lerce. So the question is: Is Delaware Tanker a section 2 
citizen ? 

Mr. Gurnrre. Sir, on that point I would say this, that if it were 
intended that it should relate to section 2, the people who drew this 
were skilled in that, and they would have either said section 2, or they 
would have used the language of section 2. 

Mr. Lerce. You were buying the vessels under the Ship Sales Act, 
and a citizen under the Ship Sales Act was a citizen as defined under 
section 2 of the act of 1916. That is what they are referring to in 
paragraph 5 of the contract. 

Mr. Gururie. In my opinion, sir, they did not either use the lan- 
guage designed for that purpose, nor was that their intent. 

Mr. Leece. General Order 60 specifically points out that a citizen 
applicant is a citizen under section 2 of the 1916 act, and it is spelled 
out. very specifically. 

Mr. Gururie. The citizen applicant, sir 

Mr. Lerce. In that connection, sir, I will now call your attention 
to this. 

Mr. Gururie. May I complete my sentence, to say that we are 
talking not about the citizen applicant, but as to what he may do ther 
after with reference to a sale. 

Mr. Leece. But paragraph 5 refers to a citizen applicant, a citizen, 
and that refers to the possible transfer of the ownership of these 
vessels, 

Mr. Gurnrre. It refers to the possible transfer. 


But the question 
is: Are the stockholders of the company to remain American citizens 
in accordance with section 2 or is the company to remain an Ameri an 
citizen, which is a different matter ? 
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Mr. Leece. Allright. I won’t argue about that. 

Senator Nixon. Whatdoyousay? You are now trying to interpret 
section 2? 

Mr. Gururie. No; I am not trying to interpret it. Mr. Leece has 

raised a point as to whether this was ; designed to reach section 2, and 
say that it was not. 

Senator Nrxon. You say that it was designed to apply to section 9, 
or relate to it? 

Mr. Gururir. No, sir. I say this, sir, that for many years, many, 
many years, prior to section 2, the words “American citizen owner- 
chip” had been referred to. There were opinions of the Attorney 
General, for example, which showed that on any limitation of that 
character, you can sell all of the stock to a foreigner. 

Senator Nrxon. You are speaking now of section 2? 

Mr. Gurnee. I am speaking of the situation which has normally 
existed without reference to the specific provisions of section 2. If 
you were trying to make words of art here and to make this limited to 
section 2, in my opinion, it would be certainly necessary either to refer 
to section 2, because this is drawn, remember. by the Maritime Com- 
mission—they put it in themselves—or, secondly, in any event, to use 
the language of section 2. And neither is done. 

Mr. Lerce. You are dealing with vessels, though, Mr. Guthrie, that 
were purchased under the Ship Sales Act of 1946. There is only one 
definition of a citizen under the Ship Sales Act of 1946. That defini- 
tion, I think you will agree, is a citizen as defined under section 2 
of the 1916 act. 

Mr. Gurnrre. Yes. 

Mr. Leece. And the language does not equivocate. I quote one 
what I consider to be very pertinent provision of that act, which says 
that if by any means whatsoever, control of the corporation is con- 
ferred upon or permitted to be exercised by any person who was not 
a citizen of the United States—he failed to qu: ify asa citizen. And 
I think we have exactly the same situation in Delaware Tanker Corp. 

Mr. Gururre. I can only say that I think you are wrong. I have 
been over this at some length. I would be glad to pursue it further. 
But Lam quite certain that the contrary is true. 

Senator Nixon. May I ask you this question? If the application 
of section 2 is as Mr. Leece interprets it, recognizing the fact that you 
may not respect his opinion on it—— 

Mr. Gururre. I respect his opinion. I merely differ with it. 

Senator Nixon. You disagree with it. Let us assume for the mo- 
ment that competent legal opinion might hold that section 2 was re- 
ferred to by this paragraph 5 5. 

Mr. Gururte. Yes, sir. 

Senator Nrxon. Then you feel that this type of transaction that was 
set up would comply ? 

Mr. Gurnrte. Yes, sir; I do. 

Senator Nixon. In that connection, before you answer the ques- 
tion, so that you will know what I am driving at, because I am not try- 
ing to lead you into a trap: What [I am interested in knowing is this. 
First of all, if you have read the legislative histor y, which I assume you 
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have, of section 2, and I am quoting from a statement in the Congres 
sional Record made by Mr. Sanders of Virginia; note this carefully 


In other words, by the wording of this amendment, such a situation— 
that is, section 2— 
is intended to be brought to pass, that by no possible legal legerdemain can any 
arrangement be made by which the controlling interest may be in the hands of 
some other persons or person than citizens of the United States, and at the sam: 
time the corporation continue to be a citizen of the United States. 

You would not, certainly, contend that a controlling interest in 
this corporation was in the hands of citizens of the United States, 
would you ? 

Mr. Gururir. Yes, I would. 

Senator Nixon. You would? Even though Mr. Niarchos had ; 
option at any time to purchase the controlling stock 

Mr. Gururir. The stock holdings at the time were held by Ame: 
ican citizens. 

Senator Nixon. Now, just a moment. If you were advising the 
American citizens, Mr. Guthrie: Suppose the American citizens came 
to you, and they were strangers to Mr. Niarchos, and they said, “We 
would like to know whether or not we have the controlling interest 
in the corporation.” And you examined the contract and found o it 
Mr. Niarchos had an option to buy at any time that he wanted, 
percent of this stock. 

Would you advise those people, “Yes, you have a controlling 
interest”? 

Mr. Gururir. I would say that until the option is exercised, sir, they 
have a controlling interest. After the exercise of the option, the) 
wouldn’t. 

Senator Nrxon. But Mr. Niarchos actually controlled the cory 
ration, did he not? 

Mr. Gururir. I don’t think so. 

Senator Nixon. Oh, he did not. You gave him awfully poor ad 
vice? What was the purpose of the option, then, if he did not want 
to control it 4 

Mr. Gururiez. There were moneys advanced here, sir. 

Senator Nixon. Moneys advanced. That is right. He put up all 
the money, did he not! 

Mr. Gururir. Yes, that is right. 

Senator Nrxon. And as far as these adiveduala are concerned 
what have they taken out ¢ 

Mr. Gururir. They haven’t taken out anything. 

Senator Nrxon. Not a cent. These people you said he wanted to 
make a gift to have not had anything, have they ‘ 

Mr. Gururte. Not yet, no. 

Senator Nixon. That is a pretty good indication, is it not, that 
the purpose of this transaction was to put control in Mr. Niarchos and 
to use these American citizens simply for the purpose of getting at 
the legal, shall we say, legerdemain which is needed to get around 
this particular section? That is the way I interpret it. I know you 
disagree, and I do not intend to put words in your mouth. 


Mr. Gururie. Well, sir, this was an insurance factor, let us say, 


in the first place, that so long as they held the stock, I think, the) 
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would have 51 percent. I didn’t see any necessity for that. [I felt, 
however, in view of all the factors involved, it would be just as well 
to do that. 

We were not doing this to set up a tricky legal situation, because 
I felt clearly, sir, and I still feel, that Mr. Niarchos could have held 
the stock himself. We had no such motive in this thing. We were 
buying the stock. 

Senator Nixon. Well, you did not feel that strongly enough—let 
me put it this way—to have him buy the stock, did you ¢ 

Mr. Gururir. Because there were other considerations. If I had 
not had other considerations, perhaps 

Senator Nixon. Well, now, as to the other considerations, we have 
already knocked one of them out. I mean, his desire to reward these 
people, you have admitted, could have been taken care of either 
through an American corporation or a foreign corporation. 

Mr. Gururie. Of course, through cash, too. 

Senator Nrxon. That could not have been the reason for setting up 
the corporation that way. 

Mr. Gururir. We have a difference there, Senator, and I do not 
quite understand why we have it, either. 

Senator Nrxon. The question is: W hy set up an American corpora- 
tion rather than a foreign corporation ! And your answer is that 

“The reason we set up an American corporation is that we wanted to 
reward these three American citizens.” 

Mr. Gururir. I said there were three reasons, I think. 

Senator Nixon. But you said that was one of the reasons. Let us 
see if that was a reason at all. 

My comment on that is that that cannot be a reason for setting up 
the American corporation rather than a foreign corporation, because 
if he wants to reward American citizens he can give them stock in a 
foreign corporation just as well as he can give it in an American 
corporation. 

Mr. Gurnrie. May I ask you something? Suppose you wanted to 
make a gift to a son, and you decided you wanted to do that, and you 
were considering the ways to make it. You might decide you would 
want to put it in trust. Now, you didn’t have to put it in trust, but 
if the question ever arose as to the reasons why you put this thing 
in trust, it would be one of them that you decided to make it a cift— 
that was one of the ways of doing it. To say you could have done 
it a hundred other ways would not exclude the fact that one of the 
reasons you put it in trust was because you wanted to make him a gift. 

Senator Nrxon. Now I think we are getting down to the basic point. 
What Mr. Niarchos’ purpose was, as you indicated, was this. His 
primary purpose was to make a gift. 

Mr. Gururm. I only use that by way of analogy, to bring out a 
point. I don’t say it was by way of a gift. I say it is by way of 
people that had been helpful and to whom he desired to award it. 

Senator Nrxon. Yes; but the reason for setting up one type of cor- 
poration rather than another is not because he wants to make the 
gift, is it? 

Mr. Gururtr. It is one of the reasons, sir. 

Senator Nrxon. I will pass it. 

Mr. Gururie. Iam sorry we have this difference. 





190 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Senator Nrxon. That is all right. 

Senator Munpr. I think it is a rather important point, if he is going 
to bring it in as a reason, because it just sounds preposterous to me a 
he advances it. 

And I am sorry to say that I do not understand it, because I an 
sure you are a very astute lawyer. To say you select a certain way o 
doing this when there are 10 other ways of doing it, and to say that 
that is the reason for doing it in that way, is something I just do no 
understand. 

Mr. Gurnee. Sir, by your reasoning, ina situation where you have 
a multitude of choices, a hundred choices, the ways to do something 
you want to do, no matter which choice you made you could not 
be said to be acting for the reason that you want to do that thing, 
because there are all these other choices you could have made. 

Senator Munpt. Any way you select does not rule out the other 99 
possibilities, surely. 

Mr. Gururim. It doesn’t rule out the other 99 possibilities, but b: 
cause there are 99 possibilities that doesn’t eliminate the reason whi) 
you chose 1 of them. You had to chose one. 

Senator Munpr. In other words, it seems to me clear that you had 
section 9 in mind, section 2 in mind, these contract provisions 11 
mind. And so, as a hedge, because maybe your interpretation of the 
law and the contract might not be upheld, you then put this corpora 
tion structure in as a second insurance. 

Mr. Gururre. There is no question about that, sir. The only qu 
tion we have had is: do you want to exclude one of them? And | 
will say certainly they were all there. 

Senator Munpr. All right. One of the three reasons why you 
established the corporation was that you had some doubt whether 
your interpretation of the law and the sections and the contracts would 
be upheld in the court case. So you wanted some assurance. 

Mr. Gururrie. Well, sir, it is something like this. You may take 
out accident insurance. You don’t expect you are going to have a! 
accident. but if the cost is low in relation to your feelings you may 
take it. Some people take it ; some don’t. 

Senator Munpr. It depends a little, I suppose, on how dangerou: 
the route I expect to go, and how fast I expect to go, 

Mr. Gutuniz. And it also depends on your nature, as to whethe 
you are cautious. Lawyers by nature tend to be very conservative 
Therefore, if you have a matter you think you should take insurance 
on, you certainly take it. 

Senator Munpr. I think it was a good legal maneuver, but the poi: 
I make is that you made that maneuver, or took out that insurance, 
or made that hedge, because of the fact that you knew that section 9 
was there. that section 2 was there, that the contract clause was there, 
and some lawyers might say, “Maybe these fellows who wrote the law 
knew what they were doing. Maybe men like Cochrane, who inter 
preted it, were able to understand the questions and answer them.” 


t 


So there is a reasonable doubt, certainly, in your own mind about that, 
or was then. 

Mr. Gururte. Well, the only differences I have with you, sir, ar 
the use of the word “maneuver” and, second, the use of the words 
“reasonable doubt.” My thought on the matter, frankly, is this: As 
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a lawyer, when I am advising clients, I recognize the changes which 
occur. You can have decisions that have been established for a hun- 
dred years. You can find, any of you gentlemen who are lawyers, 
in advising your clients, may find, that the law which today you are 
certain of no longer exists. Now, if it is feasible in a transaction, and 
you have the range within which to move, and your client is agreeable, 
you certainly go y and take all the insurance that you can to be sure 
you are absolutely right. Because, being human beings, none of .us 
are infallible. And also, there are other human beings that are going 
to determine these questions, and they may determine them subject to 
their own personal reactions. 

Therefore, that is the reason for this. There is nothing mysterious 
about it. We did it for this account. 

Actually, at the time, I will tell you without any question, and in 
my own opinion—of course, that is my opinion; and [ think lawyers 
would agree—Mr. Niarchos could have purchased this stock. There 
was nothing mysterious. We were not trying to evade anything. 
We were not trying to make any mystery. We were only doing that 
through which, in “the event that it happened that despite the best 
of advice we were wrong, we would have an additional protection if it 
were necessary. 

Senator Munpr. And the fact is that through that shadow of a 
doubt in your mind as to section 9, section 2, and the contract provision, 
which is pretty specific about transferring these ships, to be safe you 
took out this insurance by operating in the way you did. 

Mr. Gurmrtir. It is just a question, I think, sir, of degree between 
you and me. I felt that I was absolutely right and there was no 
point in what I think rests with you as if there was a substantial ques- 
tion. I didn’t think then and I don’t think now that there is any 
substantial question about section 9, nor do I think there is a sub- 
stantial question about the interpretation of this provision. 

Senator Munptr. We both agree at least that we do not think there 
is any substantial question as to what the language means, but we think 
the language is exactly opposite, each of us do, in meaning. 

Senator Nixon. I am interested in your comments about insuring 
your client against contingencies. I recognize that as lawyers that is 
one of the jobs we have to do. 

Mr. Gururir. You, sir, then, peculiarly recognize the problem 
which I had. 

Senator Nrxon. Yes. Each of us might perhaps give different ad- 
vice as to what type of insurance should be granted, or advice, but in 
any event this was your best advice at the time. 

Now, as I understand it, then, you did not think it was really neces- 
sary under the law to +e up Delaware Tanker ¢ 

Mr. Gururiz. No; I did not, sir. 

Senator Nixon. You felt that under the law Mr. Niarchos could 
have purchased the vessels directly himself? 

Mr. Guruete. Purchased the stock directly, not the vessel. That is 
the big distinction. 

Senator Nixon. Purchase the stock. In other words, obtain the 
vessels by purchasing the stock. 

Mr. Gurnrre. I think that is an incorrect characterization. 

Senator Ntxon. Obtain control of the vessels, would you say? 
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Mr. Gururiz. No. He obtained control of the stock of a com 
pany that had no control over the vessels for the remainder of the 
bareboat charter. 

Senator Munpr. May I ask.a question there / 

At the conclusion of the bareboat charter, whe would get control of 
the vessels ? 

Mr. Gururie. The owner of the stock of American Overseas, sir. 

Senator Munpr. So that the fellow who does purchase the stock has 
control except for any outstanding contracts? 

Mr. GUTHRIE. Except for the fact that the remainder of the norma! 
economie life of the vessels would have then been ended, and what he 
would have had to control would have been whatever was left. 

Senator Nixon. Who controls the stock of American Overseas? 

Mr. Gururiz. Now? 

Senator Nixon. Yes. Mr. Niarchos? 

Mr. Gurnere. No. 

Senator Nixon. Who? 

Mr. Gururim. The stock of American Overseas today is owned 
without any option, without any loan, by the stockholders, because the 
options are gone. They have been paid. 

Senator Nixon. Getting back to the problem of insurance, then, you 
said that although you did not feel that the law required it, you set up 
Delaware Tanker Corp. as an American corporation. 

Mr. Gururtik. I said what? 

Senator Nixon. You said, although you did not feel the law required 
it, you advised Mr. Niarchos to operate through an American corpo- 
ration, Delaware Tanker; is that right? 

— Guturiz. No, sir. It is just the technical point of: “advised 
Mr. Niarchos to operate through.” I advised Mr. Niarchos that I 
thought it would be wiser to set up an American corporation, Delaware 
Tanker. 

Senator Nixon. Which he could control ? 

Mr. Gururip. No. 

Senator Nrxon. You say that although Mr. Niarchos contributed 
the money, although the stock was given to people who were not 
strangers to him, and although he had an irrevoeuble option to contro! 
the stock at any time, he did not control it ? 

Mr. Gururir. I would say that as long as the option had not been 
exercised, the stockholders controlled the corporation. 

Senator Nixon. All right. Now, in view of your anxiety on this 
problem of insurance and your very careful action in this instance in 
doing something that you thought was from the standpoint of the 
law, at least, absolutely clear at that time as not being nec essary, Wliy 
did you not go a step further and get the permission ‘of the Maritime 
Commission ? 

Mr. Gurnee. That is the question, sir, that was referred to me 
before. 

Senator Nixon. I recognize it has been raised before. But I am 
raising it from the standpoint of insurance. You say it was not nec- 
essary. It was not necessary under the law toset up Delaware Tanker 
It was not necessary under the law to get the permission of the Mari- 
time Commission. If you wanted to be absolutely sure, why did you 
not just go to the Maritime Commission and lay out the whole propo- 
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sition before them at the time? Then you would have had your client 
absolutely protected. 

Mr. Gururir. Let me put it to you this way, sir. You take out 
aceident insurance. You take out a policy for $10,000. After you 
have had an accident, the question may be well asked of you as to 
why you did not take out a policy for $20,000. It is a question of 
degree. How much insurance are you going to take? I did not 
think it was necessary to go that far. 

Senator Munpr. If you went to the Maritime Commission as an 
insurance measure and requested their approval, and they approved 
it, you would not need any more insurance. 

Mr. Gurr. I am sorry I didn’t go to them, now. It was a ques- 
tion of how much insurance you would take. 

Senator Munpr. In that case, you would not have needed this other, 
circuitous route. 

Mr. Gururie. It is a matter that if I die tomorrow my wife will 
be sorry I don’t have double the life insurance I have. 

Senator Munpr. Sometimes insurance is free. But you neglected 
that. You took the highly circuitous corporate structure route. That 
is kind of curious to me, when you have two kinds of insurance avail- 
able, that you do not take the free one, which is better, which is 
permanent. 

Mr. Gurneir. Well, sir, to me, I might observe, it was not highly 
complicated or circuitous. It may appear that way to you. 

Senator Munpr. If you had been looking at these charts as long 
as we have, I think you would see it our way. 

Mr. Gururte. Most of those charts don’t refer to us, you see. Don’t 
let’s confuse the United Tanker with it. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. Fianacan. On the question of control of Delaware Tanker, of 
those who exercised control. I realize that legally the majority stoek- 
holders controlled the corporation, on the face of it. Another question 
is who controls the controlling stockholders. The three American 
stockholders that own 51 percent of the stock are George Trypanis, 
David R. Dorn, and Mary Dracopoulos. Who is George Trypanis? 

Mr. Gururm. George Trypanis, I believe, is the treasurer of North 
American Shipping & Trading. 

Mr. Franacan. And Mr. Niarchos has some interest in North 
American Shipping and Trading, does he not? 

Mr. Gururtr. I believe that one of his companies owns twenty-odd 
percent of the stock. 

Mr. Franacan. And Mr. Trypanis has been associated with Mr. 
Niarchos for a number of years, has he not? 

Mr. Gururte. He has been associated with North American Ship- 
ping & Trading for some years. 

Mr. Firanacan. Is Mr. Trypanis a relative of Mr. Niarchos? 

Mr. Gururir. No, sir. 

Mr. Franacan. But he has been associated with him for a number 
of years in various business ventures; right ? 

Mr. Gururte. I don’t want to quibble with you, sir. He is an offi- 
cer of North American Shipping & Trading. 
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Mr. Fuanacan. That is all I asked. Has he been associated wit! Es 
them for a number of years in business enterprises ? M. 
Mr. Gurnee. It depends Mr 
Senator Nixon. You mean he is just associated with his corpora Mr 
tions ? ae 
Mr. Gururir. I say you can derive the implications you like. My: r Mi 
Niarchos is an important stockholder of North American Shipping & I hi : 
Trading. Mr. Trypanis is an officer of it. If you mean in that way Mf , 
they are associated, I readily agree. od a 
Senator Nixon. They do not know each other ? M 
Mr. Gururis. Yes, they know each other. <i 
Senator Nixon. They _ each other very well, would you sa Mr 
Mr. Gurnere. I would say “yes.” That is a question of degre: aa 
as to your own reaction. | My 
Senator Nixon. You know how well, do you not / Mr 
Mr. Gururie. Senator, I don’t want to—if I were to ask you if 5 ie 
know some one well, I might think you knew him well, and y oA 
wouldn’t. That is just a question of subjective appraisal of degre: Well 
Senator Nixon. I was just asking you what vour opinion was. ' 
Mr. Gururime. Yes. I have told you, sir, I think. I don’t want 
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be in the position of characterizing. I am a lawyer. I am delighted Mr 
to give this committee any information I can. But you get to ques- aa 
tions that are very difficult for me to answer. 

Senator Munpr. You appear to us as a very difficult witness. 

Mr. Gurnrre. Yes, and before I came here I realized that I might 
make a very poor witness; as for example, with Senator Nixon’s 
question. And if I was there, and he here, he perhaps would have t 
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same difficulty. Because with our training it is hard to answer ques- Mr 


tions satisfactorily to the person asking the question. Mr 
Senator Munpr. That has been my observation. a 
Mr. Gururre. Yes, sir. pees) 
Mr. Fuanacan. We will pass Mr. Trypanis. aa 
What about Mary Dracopoulos? bape 
Mr. Gurnrre. She is the sister of Mr. Niarchos. Mr 
Senator Nrxon. Would you say they were “associated”? of ta 
Mr. Gururte. I would say so, sir. rata 
Senator Nixon. You would not quibble on that? Be careful, nm > 

Asa lawyer, you have got to be careful, you know. Mr 
Mr. Gururie. Perhaps you are advising me properly, sir, but in t! nr 

case I would say that they were. Mr 
Senator Nixon. You make a complete, forthright admission, t! beedia 

that if this was Mr. Niarchos’ sister, they were associated ? 
Mr. Gururir. Well, generally, sir, with brother and sister, I would 7 

freely concede the association. Mr 
Senator Nixon. We have finally agreed on one thing. Piceats 
Mr. Gururte. Yes, sir. how td 
Mr. Frannacan. Does Mrs. Dracopoulos actually work for De! owner 

ware Tanker? money 
Mr. Gururir. No; not to my knowledge, sir. to Mr 
Mr. FranaGan. Does she have any rerular employment ? | event 
Mr. Gururie. I really don’t know. I don’t think so. Mr. 
Mr. Fianacan. What is her business? Housewife, isn’t it? 


if an 
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Mr. Guruerre. It is normally described in our country as “house- 
wife,” if you have a husband. 

Mr. Franacan. What does her husband do? 

Mr. Gururre. I don’t know. I don’t really know him. 

Mr. Fuanacan. He works for one of Niarchos’ organizations; does 
he not? 

Mr. Gurnrie. I don’t know Mr. Dracopoulos. I don’t know that 
| have ever met him. 

Mr. FranacGan. What does Mr. Dorn do, other than act as an of- 
ficer in Delaware Tanker Corp. ? 

Mr. Gururie. Well, he is an officer of North American Shipping 
& Trading Co, 

Mr. Franacan. And how long has he been an officer of North Amer- 
ican Shipping & Trading ? 

Mr. Gururiz. For several years. 

Mr. Franacan. Why did Mr. Niarchos pick Mr. Dorn as one of 
the stockholders ? 

Mr. Gururie. As one of the stockholders of Delaware Tanker? 
Well, it is my understanding—you mean pick him, as distinguished 
from somebody else ? 

Mr. FLANAGAN. Yes. 

Mr. Gurnee. Because he was active in connection with the nego- 
tiations with regard to the purchase of the stock of Greenwich Marine 
and of American Overseas. 

Mr, Fuanacan. Would it be fair to say that one of the reasons he 
picked Mr. Dorn is because Mr. Dorn had been a trusted employee in 
another company, namely, North American Shipping & Trading, in 
which Mr. Niarchos had interests ? 

Mr. Gururre. I don’t think, sir, that was the reason. 

Mr. Fuanacan. You don’t think that entered into it at all? 

Mr. Gururir. You are asking me now what entered into the mind 
of another person, and really, while I want to be as frank with you 
as I can, that is a question which I really can’t answer. I don’t know 
what enters into your mind right now. 

Mr. Fianacan. I appreciate that. You also appreciate that one 

of the reasons we didn’t have Mr. Niarchos here 1s because he is in 
business in Europe. 

Mr. Gururir. Yes, sir. 

Mr. FLuanacan. And we thought you would be in a position to 
answer questions. 

Mr. Gururie. Sir, I am trying as well as I can, but there is a certain 
type of question that it is difficult, I submit, for any one to answer. 

Mr. Franacan. Now, all three of these people, American citizens, 
had stock options, did they not? Niarchos had the options for stock ? 

Mr. Gururim. As I understand it, yes, Mary Dracopoulos, David 
Dorn, George 'Trypanis, each were to obtain all of the money, in return 
for their stock options in Delaware Tanker Co., from a company 
owned by Mr. Niarchos, and they agreed to repay the loan only out of 
moneys received by them from AOTC, and there was an option given 
to Mr. Niarchos for 10 years to buy back the stock; I believe in the 
event the loan was not made. You are going to put it in, I assume? 

Mr. Furanacan. They are in the record. 
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Mr. Gururiz. Oh, they are. 

Mr. Fianacan. Those options are in the record. In other words, 
these three American citizens gave to a company controlled by Mr. 
Niarchos irrevocable stock options in return for him or that company 
lending each of them $7,500 with which to invest in the stock. 

Mr. Gurnurm. I think he lent different amounts, didn’t he? 

Mr. Firanacan. Whatever it was. 

Mr. Gururie. Yes. 

Mr. Fianacan. Now, have those options been exercised ¢ 

Mr. Gururir. No, they have not. 

Mr. Fuanacan. Why not? 

Mr. Gururtz. Well, the loans have been paid off, and the options 
extinguished. 

Mr. FianaGan. In other words, each one of the three have paid off 
their loan that they had from Niarchos’ Panamanian company. 

Mr. Gururis. That is as I understand it, sir. 

Mr. Firanacan. Where did they get the money to pay off the loan! 

Mr. Gururie. I believe that they obtained the money from the sale 
of stock in another company, Plymouth Tanker. 

Mr. Fianacan. Plymouth Tanker. Each of them had stock 
Plymouth Tanker? Is that correct? 

Mr. Gururir. I believe so, sir. 

Mr. Fianacan. Who bought the Plymouth stock from them ? 

Mr. Gururirz. North American Shipping & Trading Co. 

Mr. Fianacan. And that is the company in which Mr. Niarchos 
is also interested ? 

Mr. Gururie. That is the company in which a company controlled 
by Mr. Niarchos has a stock interest, I think, of twenty-odd percent. 

Mr. Leece. Mr. Guthrie, that stock was originally purchased by 
Mr. Dorn, Mr. Trypanis, and Mrs. Dracopoulos, for a hundred do! 
lars a share; am I right in that? 

Mr. Gururte. I believe so. 

Mr. Leece. It was purchased by Mr. Niarchos in May of 1951 for 
a thousand dollars a share? 

Mr. Gurnrtr. It was purchased by North American Shipping. 

Mr. Leece. By North American Shipping, for a thousand dollars 
a share ¢ 

Mr. Gururtre. Yes. 

Mr. Leecr. And that money was used by Mary Dracopoulos, David 
Dorn, and George Trypanis to retire their indebtedness to Mr. Ni- 
archos ? 

Mr. Gurnee. I believe that is correct, sir. 

Mr. Leece. That was in May of 1951? 

Mr. Gururere. I don’t know the date, but I will accept your state- 
ment. 

Mr. Lerce. Well, it is in that period, after this investigation had 
begun. 

Mr. Gururie. I believe 

Senator Nixon. May I os you a question at that point, Mr. Guthrie! 
I think I can finally ¢ larify this point of control that we were «is 
cussing before. As I understand it, then, it is your contention that 
even with the option, at the time that the option existed that Mr 
Niarchos had to purchase the stock of the American citizens who con- 
trolled the voting rights, at least, in Delaware Tanker, even at that 
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time you contended, as I understand it, that that did not amount to 
control of the corporation by Mr. Niarchos or control of the vessels 
by Mr. Niarchos through the Delaware company. 

Mr. Gururir. That is my position, sir. 

Senator Nixon. That does not amount to control. Then, of course, 
I would suppose that would be doubly true, now that the stock option 
no longer exists, now that it has been paid off. You would say that 
now he does not control. Is that your contention? I just wanted to 
be sure. 

Mr. Gurnee. I would say, sir, that certainly with no option their 
position is stronger than it was with an option. 

Senator Nixon. In other words, even with an option, which was at 
the time, then, you would quarrel with my statement that he controlled. 
And now you would say it would even be less true since he no longer 
has the option, that he controls the option / 

Mr. Gururir. Yes, sir. 

Senator Nixon. I refer you to a letter of November 13, 1951, that 

you submitted to the rg gene — you prepare the letter ? 

Mr. Gururir. No, sir; I didn’t. I didn’t even see it until after it 
was sent, which, as a matter of fact, is a very bad practice. 

Senator Nixon. May I read the first paragraph of the letter to 
you? 

Mr. Gururte. Yes, sir. 

Senator Nixon (reading) : 

As you may know, I own or control, directly or indirectly, about 45 foreign- 
flag vessels built and building. 

That is Mr. Niarchos talking. 

Mr. Gururie. Yes. 

Senator Nixon. Now, among those 45 vessels are the vessels con- 
trolled by Delaware Tanker; the list that was submitted by the Mari- 
time Commission ¢ 

Mr. Gururie. I would assume so. 

Senator Nrxon. In other words, Mr. Niarchos in his letter says, 
“T own or control” these vessels. 

Mr. Gururte. He also says, in the statement submitted to Mr. 
Flanagan : 

But you must understand that that, as set forth there, is controlled 
through a long-term charter. He owns the company that has a char- 
ter for the remaining normal economic life of the vessels. And that 
is what he is intending. 

He in a letter like this naturally doesn’t spell out all of these points, 
as, for example, you see them right here in more detail. 

Senator Nixon. As far as Mr. Niarchos was concerned, he seemed 
to have no doubt about the fact that he controlled the vessels, at least 
in the layman’s sense of the word. 

Mr. Gurnee. Sir, are you familiar with bare-boat charters? 

Senator Nixon. Let us just get back to the question. 

Mr. Gururir. If you have a bare-boat charter, then you do controb 
the vessels. 

Senator Nixon. Then your answer to the question we discussed a 
moment ago is that Mr. Niarchos through the control he had over 
Delaware Tanker did control the vessels; is that right ? 

Mr. Gururiz. No, sir. Let me get it clear. Mr. Niarchos owns the 
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stock of Greenwich Marine. No one ever raised a question about th 
right to buy the stock of Greenwich Marine. Greenwich Marin 
controls the vessels absolutely during the remainder of the bare-boat 
charter. Therefore, Mr. Niarchos, as the controlling interest in 
Greenwich Marine, in turn can, through the corporation, exercise « 
control over the vessels, because they are under a bare-boat charte: 
which still has, I suppose, 12 or I don’t know how many years to run— 
a long time. 

Senator Nixon. And so, at the present time, then, you do not con 
tend that these ships are not under the control of Mr. Niarchos‘ 

Mr. Gururime. Why, certainly, they are under the control of Mr. 
Niarchos. But the point of difference between us is that you are sug 
gesting that that is by virtue of Delaware Tanker, and I am seeking 
to demonstrate that since there is a bare-boat charter given by 
subsidiary of Delaware Tanker, American Overseas, which was give! 
before we ever came into the picture, and since a bere- boat charte 
carries with it complete control over the vessels, and since he owns thy 
stock of the company which has the bare-boat charter, therefore li 
owns the vessels. 

Mr. Leece. Isn’t it true that Mr. Niarchos could not have purchased 
the Greenwich stock without purchasing the American Overseas stoc! 
and isn’t it true that he had to have an American corporation to pu 
chase the American Overseas Tanker stock. 

Mr. Gururie. Well, that consists of two questions. The first 
Could he purchase the Greenwich Marine stock without purchasing 
the stock of American Overseas ? 

I think the answer to that is“No.” Because we were considering the 
purchase of the Greenwich Marine stock. Actually, the purchase of 
the stock of American Overseas was of no particular interest. 

Now, the second question you asked was—I am sorry. It has escaped 
me. 

Mr. Lrece. In order to purchase the American Overseas Tanker 
stock, he had to have an American corporation ? 

Mr. Gurnee. That, sir, is where we differ, because in my opinion lhe 
could have bought it directly himself. 

Mr. Lrrce. But you went to great pains to set up an America 
corpor: ation or what was presumed to be an American cor poration. 

Mr. Gururre. Well, sir, 1 would say that, one, [ wouldn’t characte: 
ize it as great pains, and sec ondly, I have tried at some length, appar 
ently with no great success, to show you why it was done in this 
manner. 

Senator Munpr. It seems to me that this letter of November 13, 1951, 
is revealing in its second paragraph as well as its first, as to the position 
of Mr. Niarchos. Senator Nixon has pointed out, and you have com 
mented on, this first statement, where he says: 

As you may know, I own or control, directly or indirectly, about 45 foreign-flag 
vessels built and building. 

And then you bring in the interminable discussions about bare-boat 
charters, where we don’ t seem to make much headway. But the phase 
that you bring in is in response to that. 

Now let me read to you the second sentence of the second paragraph), 
where Mr. Niarchos says: 

According to this report— 
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and he is talking about scuttlebutt reports that his companies are in 
trouble with the Government— 

officials of the American Government apparently feel the vessels might fall into 
hands unfriendly to the interests of the United States, now that the company 
owning them is no longer controlled by American citizens. 

He is pretty forthright there. 

Mr. GuTHRIE. Yes, sir. 

Senator Munopr. He is not talking about rewarding those three 
Americans and all these dummy corporations, or anything else. He 
is saying frankly, now, that a noncitizen controls them, and, “I am 
disturbed, so I am making you a counterproposition as a matter of 
good faith.” 

Mr. Gururie. One moment, sir. 

He is discussing here, and this is directed to, the question of a com- 
pany which is not the company which we have here. It is another 
company, Panama Oceanic Lines. 

Now, Panama Oceanic Lines, we want to get clear, when you say 
he is disturbed, and what not, is a Panama company and it has a 
Panama flag. I dare say, sir, that there will be no dispute by anyone 
that the stock of that company could be sold to anyone. 

And the concern that he had was not that there was any concern 
because he held it, but because he might be free to sell it to anybody 
else. So I don’t reach the conclusion you do. I think clearly if you 
will reflect you will say it is not a proper one. 

Senator Munpr. I know we have different conclus ions, and T sup- 
pose without letting Mr. Niarchos speak for himself, it is difficult to 
learn what he did refer to. 

You are giving your interpretation of the first paragraph and the 
contents of the whole letter. 

Mr. Gurnrte. That is right, sir. And that is exactly referring to 
Panama Oceanic Lines, as it expressly states therein. And in the 
very paragraph from which you read, it says the Maritime Adminis- 
tration has informally expressed concern “over the sale of Panama 
Oceanic Lines, Inc.” 

Senator Munpr. But I am also referring to the first paragraph. * 

Mr. Gururte. And that also refers to Panama Oceanic Lines, Inc., 
in the first paragraph itself. 

Senator Munpr. That refers to just 10 of them. 

Mr. Gururte. That is 10 T-2 tankers owned by Panama Oceanic 
ines, Inc. That is the third and fourth lines. 

Senator Munpr. Read the rest of the sentence. 

Senator Nixon. Mr. Guthrie, the letter refers to all 45 vessels. 

Senator Munpr. This refers to something else: 

* * * the stock of which bas been acquired by World Tankers Corp., which 

control, 

| would rather have the whole sentence. 

Mr. Guriere. Yes; Panama Oceanic Lines stock. 

Senator Munopr. There is, as I refer to it, a circuitous structure. 
You say there is not, but at any rate, it is a corporate structure which 
is not very simple, because there are so many of these corporations 
that they seem to get lost. 

Senator Unperwoop. How many of these companies, Mr. Guthrie, 
did you help to set up? 
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Mr. Gururie. What companies, Senator? 
Senator Unperwoop. These companies here. For instance, the De! 
aware Tanker Corp. 

Mr. Gururie. In that we helped; yes. We organized that company. 

Senator Unperwoop. How many companies did Mr. Niarchos have 
an interest 1n 

Mr. Gururir. He has an interest, [ would say, sir, in a number 
of companies. But we have set up, I would say, for Mr. Niarchos, 
Delaware Tanker; and I may be wrong, but I don’t recall setting up 
any other. 

Senator UNperwoop. What about the World Tanker Corp. ? 

Mr. Guturtr. We didn’t set that up, sir. 

Senator Munpr. By “we” you mean your attorneys? Not Mr. 
Niarchos ? 

Mr. Gururir. I am talking about attorneys, members of my firm. 
You see, these companies are foreign companies. We are American 
lawyers. 

Senator Unperwoop. What about the Panamanian company ? 

Mr. Gurnrir, What company, sir? CIV was in existence when we 
became counsel. 

Senator Unperwoop. Well, the Panaman Transport Corp. was al 
ready set up? 

Mr. Gururiz. We didn’t have anything to do with that, sir. 

Senator Unperwoop. Greenwich Marine Corp.’ 

Mr. Gurnee. We had nothing to do with that, sir. 

Senator Unperwoop. American Overseas Tanker Corp. ? 

Mr. Gururizt, We had nothing to do with that, sir. 

Senator Unperwoop. And the World Tanker Corp. ? 

Mr. Gurnurie. We didn’t set that up, sir. 

Senator UnpErRwoop. So the only one that you set up was the Dela- 
ware Tanker Corp. ? 

Mr. Gururie. Of those named; yes, sir. 

Senator Munpr. You say “of those named.” Will you amplify? 

Mr. Gururte. I am just trying to eliminate. There may have been 
other companies I don’t recall now that we may have been requested 
to organize, but I don’t recall any. 

Senator Munpr. Will you think hard and see if you can remember 
any others? I am trying to get all of these corporations in mind. 

Mr. Gururisr. I don’t recall any other ones, sir. 

Senator Munpr. To your best memory, that is the only corporation 
you set up for Mr. Niarchos? 

Mr. Gururir. Right now—I would be glad if we could have the 
luncheon period, to see if I could recall any others. 

But I don’t recall any now. 

Senator Horry. Mr. Guthrie, in Delaware Tanker Corp., I notice in 
addition to the stockholders, Mr. Trypanis, Mrs. Dracopoulos, and Mr. 
Dorn, there are two Panamanian corporations, one owning 125 shares 
and the other 120. 

Mr. Gururte. Yes, sir. 

Senator Hory. Does Mr. Niarchos own the controlling interest 
in those two Panamanian corporations ? 
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Mr. Gururre. I don’t know, sir. I know that he furnished the 
money, because the money that came up here came from CIV. I don’t 
know, In answer to your question. 

Senator Hory. All right. 

Mr. Fuanacan. Mr. Guthrie, at the time that AOTC was controlled 
by the Casey group, that one American corporation controlled Green- 
wich Marine, as a facility. I noticed when your group took over the 
stock of AOTC that you set up Delaware T anker C orp., an American 
corporation, to buy the AOTC stock. At the same time you set up, 
or you used, World Tanker Corp., a Liberian corporation, to buy this 
stock of Greenwich Marine. Let me ask you: Why was that arrange- 
ment made, rather than having the stockholders of Delaware T Tanker 
become the stockholders of Greenwich Marine, as had been done by 
the Casey group? Why did you bring in a fourth corporation, in 
other words ? 

Mr. Gururte. I think the question, sir, that we have been dis- 
cussing all the time is why we brought in Delaware Tanker. Now 
you are saying : why did we bring in World Tankers? 

World Tankers or some foreign corporation were to be the pur- 
chaser, or Mr. Niarchos personally would be the purchaser, of the 
stock of the Panama company. That would be clear from the 
beginning. 

The question was: Should we have, in addition, an additional Amer- 
ican company, and not vice versa’ There never was any point on the 
other. 

Mr. FuanaGan. Why didn’t you do as AOTC did, and use the stock- 
holders of Delaware Tanker to own the stock of Greenwich Marine? 

Mr. Gururte. I suggest to you, sir, that the purchaser here is a 
foreigner, that he is buyi ing the stock of a foreign corporation. 

If he would buy it himself, he would be a foreigner. If he bought 


it in a corporation, it was foreign. He would normally buy it that 
way. 


[ don’t think he ever considered that possibility. 

Mr. Leece. Isn’t that exactly the reason, Mr. Guthrie, that he set 
up Delaware Tanker Corp., because Mr. Niarchos is a foreigner and 
wanted that stock and couldn’t buy the stock because of his citizenship 
status ¢ 

Mr. Gururte. Well, sir, I have been at great length to tell you 
that in my opinion he could have bought the ‘stock, and it was not the 
reason. And the reasons for the setting up of Delaware Tanker I 
have given at some length. 

Mr. Leece. Where we differ is that you say he could have bought 
it because of this section 9, and we feel section 2 applies. And Mr. 
Niarchos obviously isn’t a citizen, a section 2 citizen. 

Mr. Gurnee. Well, we agree on that point, except that we dis- 
agree as to the question of where section 9 applies, and as to whether 
these provisions of the contract apply in the way you would have 
them apply. 

Mr. FLanacan. Was any consideration given to allowing the stock- 
holders of Delaware Tanker to acquire the stock of Greenwich 
Marine? 

Mr. Gurnrir. Not that I know of. 
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Mr. Fianacan. The only reason, then, that the stock of Greenwich 
was bought by World Tankers was because Mr. Niarchos was a f. 
eigner and he wanted to control the long-term charter on these vesse| 
is “thi at correct ? 

Mr. Gururie. I don’t know whether that is the only reason. I kn: 
we never thought of it any other way. 

Mr. Fianacan. That is the only reason you thought of ? 

Mr. Gururir. I never had any reason to think of that matt 
That was a matter of the purchase by Mr. Niarchos, a foreigner, 
Greenwich Marine. It is the reason Mr. Niarchos bought the ste 
of Greenwich Marine. 

Mr. Fianacan. How did you first learn that the Casey group w 
interested in selling their stock in AOTC? 

Mr. Gurnurir. Well, the first information with regard to that » 
at.a luncheon Mr. Niarchos had with a gentleman, the Marine attach¢, 
at the United States Embassy in London, Mr. Harvey Klemmer, | 
believe. He invited Mr. Niarchos to lunch for the purpose of obtain! 
information concerning the costs of buildings which Mr. Niarch 
was building abroad, to transmit to the State Department. 

During the course of the luncheon, I am advised that he spoke 1 
Mr. Niarchos and asked him, in view of the fact that he was build 
ships—he said he understood, in view of Mr. Stettinius’ death, there 
were five ships that were available for purchase, and would he be 
interested ? 

Mr. Niarchos told him, well, he was, of course, interested genera! 
He was building ships. And he would like details with regard 
it. 

There were a few details, apparently, ee in London, a 
then the conclusion of it was that Mr. Niarchos suggested to M 
Klemmer that further information be furnished to his shipping agi 
in the United States, North American Shipping & Trading Co. T! 
was the inception. 

Mr. Fuanacan. Did Mr. Klemmer state from whom he got 
information that ships were available for sale? 

Mr. Gururir. I am advised he did not. 

Mr. Fianacan. At that time, as I recollect, General Holmes 
United States Minister to our embassy in London. 

Mr. Gururre. Yes. Mr. Niarchos told me that later he assumed t! 
it might have come from that source originally. He didn’t ki 
that Holmes was interested in these companies at that time, di: 
know anything about them, in fact. 

Mr. Fuanacan. What did Klemmer tell Niarchos? 

Mr. Gurnee. He told him in substance that since he was building 
ships and interested therefore in additional tanker tonnage, might |. 
not be interested in the purchase of these five ships, which were 101 
on the market ? 

Mr. Franacan. And whom did he tell him to get in touch wit!’ 

Mr. Gurnee. He didn’t tell him to get in touch with anyone. Mz: 
Niarchos told him, that is, Mr. Klemmer, to have the people that ¥ 
interested get in touch with North American Shipping & Tra: 
Co.. in New York. 

Mr. Franacan. And who got in touch with North American S! 
ping & Trading in New York? 
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Mr. Gururie. Well, sir, thereafter Mr. Newmark in Washington, 
an attorney here, got in touch with officials ‘of North American Ship- 
ing & Trading, and subsequently he was joined in these negotiations 

'V Mr. Rosenbaum. 

Mr. Fuanacan. Is that Joseph Rosenbaum ? 

Mr. Gurnrir. Yes, sir; an attorney here in Washington; . the 
basis that they were acting as attorneys or brokers for Mr. Casey, 
and seeking to develop a deal for the sale of the stock of companies, 
Greenwich Marine and American Overseas, to Mr. Niarchos. 

Mr. Fuanacan. With whom did Newmark and Rosenbaum talk ¢ 

Mr. Gururiz. Well, they talked, I understand, to several officials 
of North American Shipping & Trading, and subsequently, in May, 
when Mr. Niarchos—— 

Mr. Fuanacan. That was May 1950? 

Mr. Gurnnir. Yes, sir. 

When Mr. Niarchos came over here he and I came to Washington 
and saw at that time Mr. Rosenbaum and Mr. Dudley; saw them 
in the morning, I suppose around 10 o’clock or so, and discussed all 
of this situation, and subsequently had lunch at the Mayflower with 
these gentlemen and Mr. Casey. 

Mr. Firanacan. Who did Dudley and Rosenbaum represent them- 
selves to be in this transaction ? 

Mr. Gururiz. Well, actually at the time it is a little difficult to 
say just who they represented themselves to be. 

They said that the stock of American Overseas and of Greenwich 
Marine was for sale, and the questions that we had were: What was 
the set-up of Greenwich Marine? What was the set-up of American 
Overseas? What was the price? And actually we wanted to buy 
the ships if we were going to make any deal at all. The stock is 
always a matter where a lawyer is not sure as to what may be the 
liabilities or other responsibilities of companies. 

So we were talking in terms of buying the vessels, and they were 
talking in terms of stock, and the question I had was that if they 
were going to sell the stock, how were they going to get all the stock- 
a lers to agree to sell, and if we got into negotiations, wouldn’t we 

d some fellow who didn’t want to sell his stock, and like discussions, 

‘There was also the question of the information with regard to these 
companies which they said owned these ships, which they stated wa: 
in New York and not in Washington. And it was generally a pre 
liminary conference, I would say, so far as I or Mr. Niarchos wer ) 
concerned, just trying to find out what it was all Saas 

Mr. FianaGcan. In any event, you and Mr. Niarchos wanted to 
acquire some ships. 

Mr. Gurnee. 1 don’t think that is quite correct. I think that 
Mr. Niarchos would want to acquire them provided the price was 
right from his point of view. 

Mr. Franacan. And then what was the next step in your nego- 
tiation? 

Mr. Guturir. Well, as a matter of fact, along abont the same time 

iat these chaps from Washington got in touch with North American 
there was a broker, a John Vining & Co.. ships brokers in New York, 
that got in touch with a chap he know, Robert Murphy, in charge of 

nker operations, vice president of North American Shipping & 
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Trading, and told him that these ships were on the market, and solic- 
ited an interest in North American on behalf of any foreign client 
they might have to be interested in the purchase. 

And then there were discussions with Mr. Vining in New York; 
and then with his principal, Mr. Klein. And we learned along the 
line that actually the set-up was that apparently early in 1! 150, Mr, 
Casey and Mr. Klein had been authorized by the stockholders to sell 
the stock of American Overseas and of Greenwich Marine, and \ 
secured data as to the financial situation of both American ‘Senet “aS 
and Greenwich Marine, and got generally all the information which 
was available with regard thereto. 

Mr. Franacan. In brief, at that point, your group was dealing 
through two sets of agents; right? You were dealing with Rosen 
baum and Dudley here i in W ashington ? 

Mr. Guturie. I would say Rosenbaum and Newmark here in Wash 
ington. I think Mr. Dudley was just in the office there. 

Mr. Fuanacan. And Mr. Vining in New York? 

Mr. Gururiz. Yes. There was actually another broker in New 
York. I don’t think we had much to do with him. He was also as 
sociated with Mr. Vining. It was a fellow named Mr. Holmstead. 
And he was associated with Mr. Vining, because ultimately there was 
a brokerage payment. 

Mr. Franacan. What did these brokers do, all four brokers, other 
than get you people together ? 

Mr. Gururte. I really don’t know what was done in Washington. 
I do know that in New York Mr. Vining was quite active in seeking 
to interest a number of other prospective purchasers of the stock 
of these companies. Their general activities were in discussion of this. 

Actually, to get the picture correctly, the brokers were trying to 
interest. us; we were not trying to interest the brokers. They were try 
ing to make a deal. And so, naturally, they would try to have a posi 
tion in such sale. All of these negotiations weren't with me. They 
were mostly, of course, with the people at North American and with 
Mr. Niarchos when he was here. 

Mr. Fianacan. In any event, as a result of the activities of these 
brokers and your negotiations with the AOTC representatives, you 
finally agreed to pure chase the stock of the cor poration and the stock 
of Greenwich Marine? 

Mr. Gururir. Yes, we did. 

Mr. Franaoan. And purchase that for a price of $2,800,000? 

Mr. Gurnee. Well, actually, the agreement was this: 

The negotiations finally reached a point in which we could pur 
chase—when I say “we,” I am referring to Mr. Niarchos—in which 
Mr. Niarchos could purchase the stock of Americ an Overseas and the 
stock of Greenwich Marine for a price of $2,800,000, provided we paid 


the brokers hadn't brought the deal. But actually that was more for 


They said, “Well, we will give it to you if you will pay the $2,800,000 
and the brokerage commissions.’ 

Mr. Franacan. And the brokerage commissions amounted to 
$90,000 ? 

Mr. Gururre. Yes. Our position was that we didn’t owe the 
brokers anything because the buyers don’t owe the brokers. We said. 
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secondly, there was no commission due from the sellers, because really 
the brokers hadn’t brought the deal. But actually that was more for 
trading purposes on our side, and our obligation was to pay the 
brokers, and so we arranged with the brokers, and we finally got it 
to the point that the brokers, Mr. Rosenbaum and Mr. Newmark, in 
Washington, agreed that they would take $50,000, and the brokers in 
New York said they would take $40,000. So our deal was that we 
could buy these ships if we could make a cash payment of $2,890,000. 
And we decided we would take it. 

Senator Nixon. I think one point. you may have inadvertently 
stated a moment ago, and I wanted to be sure the record was straight: 
You said that Mr. Niarchos was interested in purchasing this stock 
of American Overseas Tanker and Greenwich. You did not mean 
that? You meant that Delaware Tanker was? Was that not right ? 

Mr. Gurnrie. No; at this stage, Senator, I wanted to be perfectly 
clear that Mr. Niarchos was the gentleman who was negotiating for 
the stock of both companies. At the time that we were negotiating, 
oS 

Senator Nrxon. You had not even thought of Delaware Tanker? 

Mr. Gururiz. At that point I had satisfied myself that Mr. 
Niarchos could buy the stock of both companies. And we hadn’t 
gotten down to details. 

Senator Nixon. In other words, this was actually a transaction, re- 
gardless of the corporations set up, in which Mr. Niarchos bought the 
stock of these corporations. 

Mr. Gurueie. In which Mr. Niarchos bought it and put the money 
up. No question about it. 

Senator Nixon. And this Delaware corporation was set up later 
asa device by which he could complete the transaction ? 

Mr. Gururie. No. To get it perfectly clear—I am not quibbling 
with you, sir—when we signed the contract of sale on June 26, 
there was provided in the contract for the taking of the stock in a 
domestic and a foreign corporation. So it wasn’t set up later. I 
would respectfully submit that it was never set up as a “device,” de- 
pending on the connotations of that term. But it was along in this 
time when it seemed we were going to make a deal. We began to con- 
sider who would be the receptacles of the deal. We were negotiating 
it on behalf of Mr. Niarchos, because Mr. Niarchos, if he desired, 
could have taken the stock of Greenwich Marine and of American 
Overseas in his own name if he wished. And the others were only the 
points that arose when you get down to the finer points of what you 
are going to do. 

Senator Nixon. And so in effect, then, this entire transaction was 
one in Which Mr. Niarchos obtained this stock. 

Mr. Gururiz. Well, he negotiated for it, and the stock was de- 
livered in the forms that we have discussed before. 

You see, when you say “obtained,” that is perhaps my lawyer's 
instinct, that I just don’t know what you mean by it. 

Senator Nixon. At the time he was not negotiating for the stock 
for anybody else, was he? 

Mr. Gururie. Thoughout the negotiations, he was negotiating for 
the purchase of the stock himself. 

Senator Nixon. For himself. 
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Mr. Guturrme. He had not considered as to whether you were 
going to put it into a company later, or what you were going to do 
with it. 

Senator Nrxon. And what happened is that that was what he o 
was it not? 

Mr. Gururie. Actually what happened was that the World Tankers 
took the stock of Greenwich Marine, and Delaware Tanker took ‘he 
stock of American Overse: ~~ 

Senator Nixon. And Mr. Niarchos controlled it all. 

Mr. Gurnrir. And Mr. Niarchos, I understand 

Senator Nixon. By his own admission, in the letter which you filed 
controlled it all. 

Mr. Gutrurie. You have two points there. Let me answer then 
both. 

First, that the stock of World Tankers, I understand, is control !ed 
by Mr. Niarchos. The stock of Delaware Tanker is in the situatio. 
that we have described and have had considerable discussion al 
before, 

Senator Nrxon. He controls the ships, then, by his own admiss) 

- You would admit that. 

Mr. Gururie. On the point of the controlling of the ships, he co: 
trols the ships now, because he, through a company that he controls, 
controls the stock of Greenwich Marine, and Greenwich Marine un- 
der the long-term charter controls the ships. 

I think it is important to get our terms accurate, because there 
may be later points raised because of a statement made now. 

Senator Nixon. Well, the purpose of the stock is to control the ship 
in any instance, is it not ? 

Mr. Gururie. It depends on whether the company whose stock you 
hold in turn controls the ship. 

Senator Nrxon. Yes. 

Senator Unprerwoop. How many of these companies does Mr. N 
chos have an interest in now ? 

Mr. Gutnrim. Of what companies, sir? 

Senator UNperwoop. Of the companies that are in any way re! 
to these tankers. 

Mr. Gururtr. To the ones involved 

Senator Unperwoop. ‘To the tankers or to the stock in any compa 
which has or has had any interest # the tankers. 

Mr. Guturme. You are referring to this Pan transaction / 
Senator Unperwoop. Yes; this particular transaction or any other 
transaction. What I am trying to find out is that we have eight or 
nine companies and four or five ships. And I want to find out how 
many companies he is operating, that he has an interest in, and how 

many ships they are operating under this deal. 

Mr. Gururre. Well, you have in this transaction four oo 
You have the Greenwich Marine and American Overseas. It was | 
stock of those two companies that were involved here. 

Now, with regard to those two companies, the stock of Greenwich 
Marine was taken by World Tankers, a Liberian company, a company 
which I understand Mr. Niarchos controls. 

Senator UNperwoop. Now, Mr. Niarchos controls World Tanker ! 
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Mr. Gururie. I understand so, sir. And he, of course, in turn, con- 
trols Greenwich Marine. 

Senator UNDEeRwoop. Through that he controls Greenwich Marine? 

Mr. Gururir. Yes, sir. 

Senator Unperwoop. All right. Then the Delaware Tanker, he does 
not control, but American friends of his do control it ? 

Mr. Gurnee. | think that is fair to say. 

Senator UNperwoop. That he financed. 

Mr. Gururiz. Yes, sir; originally financed. 

And that, in turn, owns the stock of American Overseas. And that 
is all the corporations we are concerned with. 

Senator Unperwoop. Just four. 

Mr. Guturie. That is all we have any interest in. The rest of the 
companies you have here, we have nothing to do with. 

Senator UNperwoop. Now, how many ships are those four com- 
panies operating now ? 

Mr. Gururiz. The Delaware Tanker operates no ships. It simply 
owns the stock of American Overseas. American Overseas operates 
noships. It simply has the legal title to the ships that have been bare- 
boat chartered to Greenwich Marine. Greenwich Marine operates 
these five ships, under the 15-year charter which was given 2 years 
before we came into this situation. World Tankers—I am sorry to say 
I don’t know how many ships it operates. So far as this transaction 
is concerned, it holds the stock of Greenwich Marine. Undoubtedly 
some of these other ships are in World Tankers, and in my earlier 
reference——— 

Senator UNpverwoop. Those four companies still are all interested 

these ships ¢ 

Mr, Gururit. These five ships? They are interested in the way that 
I have stated ; yes, sir. 

Senator Hory. I have a list, here, which says: “List of vessels 
owned or-in the service of companies which we understand are con- 
trolled by Stavrros S. Niarchos’ interests.” 

Have you looked over those / 

Mr. Gururisr. Have I looked those over? Yes, I have. 

Senator Hory. Is that correct? 

Mr. Gurnurie. So far as I know, sir, it is. 

Senator Hoy. Do you want to put this in? 

Mr. FLANAGAN. Yes, sir. 

Senator Hory. We will put it in the record; dated February 15, 
1952. It will be marked “Exhibit 24.” 

(The document referred to was marked “Exhibit 24,” and will be 
found in the appendix on p. 696.) 

Senator Horry. Now, we have another statement here, as to the World 
Tanker fleet, oceangoing vessels, gross tonnage only. 

Are you familiar with that list ? 

Mr. Gururis. Yes, sir. 

Senator Hory. You are familiar with the list? 

Mr. Gururim. Yes. 

Senator Hory. Is it correct? 

Mr. Gururir. I think it is, sir. 

Senator Hory. We will put that in the record as exhibit 25. 
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(The list referred to was marked “Exhibit 25,” and will be found 
in the appendix on p. 696.) 

Senator Hory. Go ahead, Mr. Flanagan. 

Mr. Fuanacan. Back to these commissions: My understanding is 
that your group paid $90,000 in commissions. 

Mr. Gorurtr. That is correct, sir. 

Mr. Fianacan. And you were the purchasers ? 

Mr. Gururie. Yes, sir. 

Mr. Fianacan. Now, it is the usual practice, is it not, in the pur- 
chase of ships, or stock, such as this was, that the seller pays the com 
mission ¢ 

Mr. Guturir. Yes, sir. 

Mr. Fuanacan. Why did you people agree to pay the commissic 
when you were the purchasers ¢ 

Mr. Gururte. Because of the fact that in the course of negotiation: 
we were holding out for a price of two million-eight, and the selle: 
finally says, “Well, I will take your price at two million-eight if you 
will pay the commissions.” 

We determined that the commissions were going to be $90,000. So 
we had to pay $2,890,000. That was the price it was going to cost us. 
We were w illing to pay the $2,890,000, so we closed the de: al. 

Mr. Franacan. And as the testimony previously shows, and as we 
will just recite for the record here, $40,000 of that $90,000 went to 
Vining and Holmstead in New York? 

Mr. Gururtr. Yes, sir, 2Q-each., 

Mr. Fianacan. And $50,000 went to Rosenbaum and Newmark in 
Washington ? 

Mr. Gurnee. Yes, sir; one check to the two of them. 

Mr. Fuanacan. And of that $50,000, Rosenbaum got $27,000 and 
Casey got $9,000. 

Mr. Gururit. I heard that testimony here. 

Mr. FuanaGan. Now, did Rosenbaum ever advise you that he had 
any relationship with Casey in this deal other than being a broker! 

Mr. Guturie. No, sir. 

Mr. Fianacan. Did you ever hear of a case where the seller got 
back part of the commission that was paid him? Did yeu ever hea 
of such a case ? 

Mr. Gururir. Where the seller got back part of the commission ! 

Mr. FianaGan. That is what happened. here. Casey was one of the 
sellers, and he got $9,000 in the commission. 

Mr. Gururir. I don’t believe so, sir. 

Mr. Fuanacan. In your discussions with Mr. Rosenbaum or Mr 
Casey or anybody in these transactions, were you ever advised that 
there was any relationship between Casey and Rosenbaum other than 
a broker-client or attorney-client relationship ? 

Mr. Gururier. I knew one other thing. 

I was told that Mr. Dudley in Mr. Rosenbaum’s office was a brother 
in-law of Mr. Casey. 

Mr. Franacan. But you knew of no other business relationship’ 

Mr. Gurnee. No, I knew of nothing. I never had met or even 
heard of Mr. Rosenbaum until this matter came up. 

Mr. Fuanacan. There was just one other thing that I have here 

Your group has controlled AOTC since the middle of 1950; is that 
right ? 
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Mr. Gururizr. Delaware Tanker has owned the stock of AOTC 
since July of 1950. 

Mr. Fianacan. Has AOTC, to your knowledge, paid any United 
States corporate taxes since your group has taken it over? 

Mr. Gururir. I don’t believe so, sir. 

Mr. Fianacan. Has Delaware Tanker paid any United States 
corporate taxes ¢ 

Mr. Gururie. I don’t believe so, sir. 

Mr. Fuanacan. Has Greenwich Marine operated at a profit? 

Mr. Gururie. I believe so. 

Mr. Fuanacan. And it pays no United States taxes, because it is 
Panamanian. 

Mr. Gururir. That is correct. 

Mr. Fuanacan. What use is now being made of the five ships that 
were purchased from AOTC ¢ 

Mr. Guturir. These five ships are now chartered to Anglo-Saxon, a 
subsidiary of Shell. 

Mr. Fuanacan. In other words, you ended the charter agreements 
with Standard of New Jersey ? 

Mr. Gurnee. Yes, with Panama Transport, and following that 
they have been continuously since chartered by a subsidiary of Shell 
Petroleum. 

Mr. FLanagan. Where are they carrying oil? 

Mr. Guruetz. Principally, I believe, between the Persian Gulf and 
the United Kingdom. 

Mr. Fuanacan. Have any of these five ships since your group took 
over ever carried oil to or from any iron curtain country ? 

Mr. Gururip. No, sir. 

Mr. FLanacan. I have no further questions. 

Senator Hory. Any further questions ? 

Senator Nixon. Could I ask one question ? 

Your answer to the last question was “No, sir.” Have they had the 
opportunity to carry oil to or from an iron curtain country? Was 
such business made available to you ? 

Mr. Guturie. Really, I don’t know whether that is available. 

Senator Nixon. Let me ask you this. You represent Mr. Niarchos, 
and we know of Mr. Niarchos’ letter of good faith of November 13, in 
which he says he is willing to submit to any controls deemed necessary. 
In your opinion, if Mr. Niarchos had that opportunity to engage in a 
profitable contract carrying oil to or from iron curtain countries, 
would he have done so? 

Mr. Gururir. I can tell you without any question, “no.” 

Senator Nixon. He would not. 

Would you have advised him to do so? 

Mr. Gururie. I certainly would not. I would not advise him to 
carry such oil, and the Greeks feel quite differently about the Commu- 
nists than we do here, and much more deeply. 

Senator Nixon. And you would feel the same way ? 

Mr. Gururm. I certainly would, sir. 

Senator Nrxon. Because you feel it would be against the national 
interest, even though you could get such business ? 

Mr. Gururir. Certainly it would be against the national interest. 

Senator Hory. Thank you, Mr. Guthrie. 

The committee will recess until 2:30. 
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(Whereupon, at 12.20 p. m. a recess was taken until 2:30 p. m., tliis 
same day.) 


AFTERNOON SESSION 


Senator Horry. The committee will come to order, please. 

Mr. David R. Dorn will come to the stand, please. 

Hold up your hand, Mr. Dorn, please. Do you solemnly swear that 
the testimony you give in this case shall be the truth, the whole trut/,, 
and nothing but the truth, so help you God? 

Mr. Dorn. I do. 

Senator Hory. Mr. Guthrie is your attorney / 

Mr. Dorn. That is right, sir. 

Senator Hory. What is that? 

Mr. Dorn. Yes, sir. 

Senator Hory. Enter on the record that Mr. Randolph H. Guthri: 
present as attorney for Mr. Dorn. 

Mr. Dorn, give your name and address and connection to the re- 
porter. 


TESTIMONY OF DAVID RICHARD DORN, ROWAYTON, CONN., VICE 
PRESIDENT, NORTH AMERICAN SHIPPING & TRADING CO., AND 
SECRETARY AND TREASURER, AMERICAN OVERSEAS TANKER 
CORP.. AND DELAWARE TANKER CORP.; ACCOMPANIED BY 
RANDOLPH H. GUTHRIE, ATTORNEY AT LAW, NEW YORK, N. Y. 


Mr. Dorn. David Richard Dorn, 264 Rowayton Avenue, Rowayt: 
Conn. Iam vice president of North American Shipping & Trading 
Co. I am secretary and treasurer of American Overseas Tank- 
er Corp. and Delaware Tanker Corp. 

Senator Hory. Mr. Flanagan, you may proceed with the exam» 
tion of Mr. Dorn. 

Mr. Fuanacan. Mr. Dorn, how long have you been associated \ 
various companies in which Mr. Niarchos is interested ¢ 

Mr. Dorn. Since 1947. 

Mr. Fuanacan. And what did you do prior to that time? 

Mr. Dorn. I was with the Maritime Commission. 

Mr. Firanacan. When, in 1947, did you go with Mr. Niarchos or a1 
companies in which he was interested ? 

Mr. Dorn. I was employed by North American in February, 
believe, of 1947. 

Mr. Fianacan. What were your duties with the Maritin: 
Commission ? 

Mr. Dorn. Most of the time I was in the office of Commissioners, and 
on the staff of Admiral Vickery. 

Mr. Fuanacan. Did you at the Commission have anything to 
with the sale of any surplus vessels to North American Trading Co. 0 
any of its facilities? 

Mr. Dorn. No, sir. I was in the Ships Sales Division at the end of 
my employment, but I had nothing to do with any applications of 
North American. 

Mr. Fianacan. Did you ever have anything to do with applications 
of any other company with which Mr. Niarchos was associated ? 

Mr. Dorn. No, sir. 





stances. 
acquire 
Mr. 
Niarch 
Mr. | 
gard to 
~ Mr. J 
1950. 
yurcha 
sake 
Mr. | 
regard 
‘| anker 
Mr. ] 
oration 
Lo have 
him to 
me. 7 
Mr. ] 
Mr. ] 
the san 
Mr. ] 
in that 
Mr. . 
tunity 
made it 
them s« 
August 
to forn 
Mr. 
period, 
Mr. | 
the tin 
Messrs 
Mr. 
1950. 
Mr. 
Mr. . 
1 cieat 
was ma 
Mr. . 
Mr. 
in the : 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Ameri 
he was 
Mr. | 
or any 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 211 


Mr. Franacan. Will you explain to the committee the circum- 
stances, the initial circumstances, under which you sought out to 
acquire stock interest in the Delaware Tanker Corp. ? 

Mr. Dorn. I didn’t seek it out, sir. It was offered to me by Mr. 
Niarchos. 

Mr. Franacan. When did Mr. Niarchos first contact you with re- 
gard to becoming a stockholder in Delaware Tanker? 

Mr. Dorn. I don’t recall exactly, sir. It was undoubtedly in June of 
1950. In other words, about the time of the consummation or of the 
purchase agreement with Mr. Casey and Mr. Klein as agents for the 
stockholders of American Overseas. 

Mr. Franacan. What did Mr. Niarchos tell you at that time with 
regard to his desire to have you become a stockholder in Delaware 
Tanker ¢ 

Mr. Dorn. Well, he said it was intended to have an American corp- 
oration buy the stock of Overseas and he was willing to lend to me, or 
to have the Compania Internacional de Vapores, which I understood 
him to control, lend me, the funds to purchase the 15 shares—excuse 
me. Iam mixed up in percentages and quantities. 

Mr. Franacan. It is 75 shares? 

Mr. Dorn. Seventy-five shares of the stock. And that he was doing 
the same thing for George Trypanis. 

Mr. FuanaGan. Why did he particularly want you as a stockholder 
in that company ¢ 

Mr. Dorn. I don’t look a gift horse in the mouth, sir. The oppor- 
tunity was offered me and we didn’t discuss it in any great detail. He 
made it clear that the loan would be on terms which had no strings on 
them so far as repayments were concerned. Subsequently, I believe in 
August, if I am not mistaken, a loan agreement was presented to me 
to formalize the arrangements, and I executed it. 

Mr. Fuanacan. At the time, and we will go back now to the May 
period, when Mr. Niarchos contacted you 

Mr. Dorn. Excuse me. If I say “May” here, I am speaking of about 
the time of the agreement between North American as agents and 
Messrs. Casey and Klein. 

Mr. FLranacan. Some time in the late spring or early summer of 
1950. 

Mr. Dorn. That is right. 

Mr. Franacan. When Mr. Niarchos contacted you at that time and 
indicated that he wanted you to be a stockholder, did he say that he 
was making a gift of this stock ? 

Mr. Dorn. No, sir. 

Mr. Franacan. You used the expression “never look a gift horse 
in the mouth.” 

Mr. Dorn. I was speaking about an opportunity being offered me. 

Mr. Franacan. Why did he say he was offering this opportunity ? 

Mr. Dorn. He didn’t say why. I understood why. 

Mr. FLranacan. What was your understanding as to why? 

Mr. Dorn. Because George Trypanis and I, as officers of North 
American, had been very active in these negotiations through which 
he was acquiring Greenwich Marine Corp., a very valuable property. 

Mr. Franacan. At that time or at any other time, did Mr. Niarchos 
or anyone associated with him, indicate to you that they would expect 
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you to handle yourself as an officer of that corporation in accordance 
with their general directions? 

Mr. Dorn. Never, sir. 

Mr. Franacan. You considered yourself to be a completely free 
agent ? 

Mr. Dorn. I certainly did, and do. 

Mr. Fianacan. And still do? 

Mr. Dorn. Yes, sir. 

Mr. Fianacan. What was the amount of your investment in this 
stock ¢ 

Mr. Dorn. The borrowed investment was $7,500. 

Mr. Fuanacan. That was the only investment you had in the Dela- 
ware Tanker, was it not, that $7,500? 

Mr. Dorn. That is correct, sir. 

Mr. Fianacan, It was lent to you by one of Mr. Niarchos’ Pana. 
manian corporations? 

Mr. Dorn. Correct. 

Mr. Fianacan. And at that time, or later, in August 1950, you 
signed a loan agreement ? 

Mr. Dorn. That is right, sir. 

Mr. Fuanacan. With the Compania Internacional de Vapores, 
which is in our record as exhibit 7? 

Mr. Dorn. Right. 

Mr. Fianacan. Now, I notice under the terms of this loan that the 
money was to be used for acquiring 75 shares of stock and you were to 
use your best efforts to repay it before the expiration of 10 years, but 
that you would be liable for payment only to the extent that you, Mr. 
Dorn, should receive a net return from your investment in Delaware 
Tanker, is that correct? 

Mr. Dorn. That is correct. 

Mr. Fuanacan. In other words, you would not be liable to pay it 
back within the 10-year period or at any time, unless you aad get 
the money some way or other out of Delaware Tanker? 

Mr. Dorn. That is right. 

Mr. Firanacan. And there was no interest ? 

Mr. Dorn. That is correct. 

Mr. Frianacan. And in addition, you gave an irrevocable stock 
option ¢ 

Mr. Dern. That is right. . 

Mr. Fuanacan. Whose idea was it to give that stock option / 

Mr. Dorn. I presume it was Mr. Niarchos’ because when the loan 
agreement was handed to me there it was. 

Mr. Fuanacan. Hasn’t Mr. Niarchos or any of his representatives 
previously said to you that they wanted the stock option in return for 
the loan of this money ¢ 

Mr. Dorn. No, sir. 

Mr. Fuanacan. Have you ever questioned why they wanted the 
stock option ? 

Mr. Dorn. I called Mr. Guthrie and said, “How about this?” And 
he said, “It is all right, provided you understand, and I have explained 
to Mr. Niarchos that if and when it was ever contemplated to exercise 
the option, that at that time the matter should be looked into further 
to see whether or not there were any other corollary steps required. 
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Mr. Fianacan. In addition to this loan agreement which we 
have, this loan agreement of August 15, 1950, have you entered into 
any other written or oral agreements directly or indirectly with 
Mr. Niarchos or any of his representatives with regard to your stock 
holdings in this corporation ¢ 

Mr. Dorn. No, sir. 

Mr. Fuanagcan. This, then, is the only single agreement that you 
have ¢ 

Mr. Dorn. Well, I am not a lawyer. There is the cancellation of 
this, which took place a little less than a year ago. 

Mr. Fuanacan. We will get into that. But prior to the cancella- 
tion of this, in May of 1951, you had no other agreements of any 
kind § 

Mr. Dorn. No, sir. 

Mr. FuanaGcan. And you have no such agreements at this time? 

Mr. Dorn. I do not, sir. 

Mr. Fuanacan. To your knowledge, did Mr. Trypanis and Mrs. 
Dracopoulos enter into any similar arrangements with the company 
Internacional de Vapores¢ 

Mr. Dorn. Yes; they did, sir. 

Mr. Fuanacan. I believe these are in the record, also in exhibit 
No. 7 

Now, will you tell us what transpired in May of 1951 when this 
agreement was terminated ? 

Mr. Dorn. I came into some funds, as has been explained, by a 
separate transaction, $10,000 to be exact. 

Mr. Franacan. That was for Plymouth Tanker stock. 

Mr. Dorn. Correct. 

Mr. FLanaGan. From sale of stock you held in Plymouth Tanker ? 

Mr. Dorn. That is correct. 

Mr. FuanaGan. Go ahead. 

Mr. Dorn. And, at the same time, George Trypanis, by the same 
means, came into $30,000. And we had hoped, at least I had, that I 
would some day have the opportunity to eliminate this loan agree- 
ment, eliminate the option, because I wanted to make sure that I would 
always have that stock. I am hoping some day that will send my 
three little boys through college. 

And when we acquired the funds, we paid off the loans and the 
options were canceled. 

Mr. Firanacan. That was true of not only yourself but also of 
Mr. Trypanis and Mrs. Dracapoulos, was it not? 

Mr. Dorn. That is correct. 

Mr. Franacan. All three of you? 

Mr. Dorn. Right. 

Mr. Franacan. Who placed the idea in your head, in May of last 
year or at any time before that, that you should pay off this loan 
and get rid of this option? 

Mr. Dorn. Well, from the day I signed this note, I had hoped that 
| would have the opportunity one time to pay it off. 

Mr. FLanagan. Can you give any explanation to the committee why 
all three stockholders, Trypanis, Dracapoulos, and yourself, all decided 
at once to do this? 

Mr. Dorn. Because we all came into funds at once. 
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Senator Nrxon. Who made that possible? 

Mr. Dorn. We did. 

Senator Nrxon. For you to come into funds? 

Mr. Dorn. We did, sir. 

Senator Nrxon. I mean did you all decide at once to come into funds: 

Mr. Dorn. Not at all. 

Senator Nrxon. Who started it, I mean when was it first discussed 
that the three of you who entered into this transaction would come 
into funds? ‘Tell us who was there and what each of you said. 

Mr. Dorn. We all sold our stock at the same time. We were se! 
the stock 

Senator Nrxon. I asked you when you decided to sell the st. 
Now who was there? You all three did not live in the same p 
did you? 

Mr. Dorn. No. We weren’t all there at that time. 

Senator Nrxon. All three of you sold at the same time? 

Mr. Dorn. That is right, sir. 

Senator Nixon. Now, when you got together and made that decision, 
who was there and who thought of it? Just tell us who was then 
Tell us of the incident as well as you can. 

Mr. Dorn. I had discussed with George Trypanis—— 

Senator Nixon. That was the first time you had ever heard any 
thing of it? 

Mr. Dorn. Let me go back. This comes of the sale of stock of 
Plymouth Tanker Corp., which stock we had held for I don’t ki 
how long now, a year and a half or 2 years. And for a long time we 
had been trying to do something about that, because of problems 
entirely unrelated to this. And we succeeded at that time in solving 
them and in selling the stock to North American Shipping & Trad 
ing Co. 

Mr. Franacan. Who decided to buy the stock from you? When 
you all had the same idea about selling it, who made the decision 
to buy it? 

Mr. Dorn. The board of directors of North American Shipping & 
Trading Co. 

Mr. Frianacan. Is Mr. Niarchos represented on that board 
directors? 

Mr. Dorn. No, sir. 

Mr. Fianacan. Indirectly? 

Mr. Dorn. No, sir. 

Mr. Fuanacan. Are you on the board of directors? 

Mr. Dorn. Yes, sir. 

Mr. Fianacan. Is Mr. Trypanis? 

Mr. Dorn. Yes, sir. 

Mr. Frianagan. Is Mrs. Dracapoulos? 

Mr. Dorn. No. 

Mr. Fianacan. So in other words, at least Mr. Trypanis and your: 
self decided to buy your own stock from another corporation, is t/iat 
true? 

Mr. Dorn. There were, I believe, two other directors who had | 
agree in order to make up the board’s determination. 

Mr. Fianacan. Who were the other two directors? 
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Mr. Dorn. Charles Augenthaler and Robert A. Murphy. I can’t 
recall at this moment who was at the particular director's meeting, 
but nevertheless it was not a difficult thing to implement. 

Mr. Fuanacan. Who in North American Trading conceived the 
idea of buying your stock from Plymouth ? 

Mr. Dorn. I proposed it. 

Mr. FuanaGan. Had you conferred ¢ 

Mr. Dorn. Well, with the board of directors. 

Mr. FuanaGan. Prior to that, had you conferred with Mr. Guthrie? 

Mr. Dorn. Oh, indeed I had. 

Mr. Fuanacan. And Mr. Guthrie was then attorney for whom? 

Mr. Dorn. Attorney for North American; attorney for Plymouth 
Tanker. 

Mr. FuanaGan. Was he also attorney for Mr. Niarchos? 

Mr. Dorn. Yes, sir. 

Mr. Fuanacgan. And what did he advise you to do? 

Mr. Dorn. He thought it was a good idea. 

Mr. FuanaGan. Did he to your knowledge, or did anyone relay 
that information on to Mr. Niarchos 

Mr. Dorn. I have no idea. 

Mr. Fuanacan. Mr. Guthrie, you were sworn in this morning and 
we might clear that one point. 

Mr. Dorn. I am sorry. Let me correct that. One of the stock- 
holdings that was bought by North American was stock of Plymouth 
Tanker owned by Compania Internacional de Vapores; and whether 
Mr. Niarchos was consulted or not in connection with the sale of 
hat, 1 do not know. ‘The authorization for the sale of that stock by 
CIV came from one of the officers thereof. 

Mr. FuanaGan. Mr. Guthrie, have you been in communication with 
Mr. Niarchos or any of his representatives with regard to this entire 
transaction ? ied what were his instructions to you? 

Mr. Gurarre. [ would not classify them as instructions. Mr. Niar- 
los was a substantial stockholder of North American Shipping & 
lrading. The people who owned the stock of Plymouth Tanker were 
nterested in selling it. The board of directors of North American 
onsisted of two of the same people that were selling it. I thought 
that under those circumstances it was proper that a principal outside 
stockholder should be consulted to determine what would be his posi- 

: that is, on behalf of CLV. Iam not distinguishing thetwo. I 
thought that that was proper corporate practice, and I felt the facts 
should be communicated to him. 

As a matter of fact, I think Mr. Dorn is partially in error, because 
| had told him that that should be done, and I did communicate it to 
him and he said he had no objection. 

Mr. Fuanacan. Whose idea was it to purchase the Plymouth stock? 

Mr. Guruete. The purchase of the Plymouth stock, sir—it is a little 
difficult to suy whose idea it was—has been discussed over a period of, 
| would say, 9 months or better, because there were certain technical 
problems which the people had in owning the stock of Plymouth 
Nanker and really their best solution was “to sell their stock. And 
from North America’ s point of view I think it was an advisable pur- 
chase. These negotiations had gone along, and I may say to you that 
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we ourselves had actually done some work on that very subject long 
before, actually, the acquisition or even creation of Delaware Tanker, 
In March of 1950 this subject was under active consideration. 

Mr. FLanacan. Without going into all the details, did the fact that 
this letter was then under consideration enter into your judgments 
at all? 

Mr. Guruetr. I would say yes; it did. 

Mr. Fianacan. Since you have been associated with Delaware 
Tanker, has it paid any dividends ¢ 

Mr. Dorn. No, sir. It has had no profits. 

Mr. FLAnaGan. Do you as director, and I believe as secretary-treas 
urer expect it to pay any dividends as long as the 15-year charter keeps 
running, to Greenwich ¢ 

Mr. Dorn. Possibly not, sir. There may be some profits toward t}y 
end of that 15-year period. That remains to be seen. 

Mr, Fuanacan. As Mr. Guthrie testified this morning, at the end 
of the 15-year period the five tankers that you control through ALT\ 
will be worn out, is that right? That is what Mr. Guthrie testified to. 

Mr. Dorn. They will have exhausted the 20-year life that is consid 
ered the normal life expectancy for peacetime-built ships. 

Mr. Fianacan. The point I am trying to make is this: that this 
stock won’t be worth very much until the end of the 15-year charter. 

Mr. Dorn. That is true. 

Mr. Franacan. And there is a great question as to whether it will 
be worth anything at that time; isn’t that correct 

Mr. Dorn. Yes, there is a question indeed, but I would call | 
gamble in which I am very much interested. 

Mr. Franacan. I have no further questions. 

Senator Nixon. As a matter of fact, a pretty good indication of the 
fact that these ships probably are not going to be worth much at the 
end of the charter period is that when the corporation filed its United 
States income tax they wrote them off on a depreciation basis for 15 
vears. 

Mr. Dorn. I have learned that, 

Senator Nrxon. In other words, if you were to contend now that 
they would have any value after 15 years it would make it pretty diff- 
cult to substantiate the corporation’s contention when the income-tax 
people might question that, would it not? You cannot have your cak 
and eat it,too. You either write it off in 15 years for income-tax pu! 
poses, or—Whiat is your estimate, then ¢ 

Mr. Dorn. There are two things, Senator. One is how you evaluate 
something for purposes where you have to set a value years ahead. 
I mean I am not an accountant; Iam an engineer. But I have always 
seen war built T-2 tankers since the war on the market for $800,000. 
and then again I have seen 30-year-old tankers at other times worth 
over a million dollars. It depends on what the market is at the time. 

Senator Nixon. And your point is, that probably the estimate that 
these tankers would be fully depreciated at the end of 15 years is over- 
optimistic, that they will be worth something, and therefore the in 
come-tax returns are in error and the internal-revenue people ought 
to take another look ? 

Mr. Dorn. No, sir. That has in mind that by the time the vessel 
has lived out its 20 years the maintenance costs on the vessel become 
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very excessive. The curves cross at that point. Now, whether we will 
have something that we might be able to employ or sell at that time 
is problematica al. I hope we do. 

aa FLANAGAN. Just one other thing, as you state here you paid 

7,500 in order to get rid of this stock agreement in May of last year. 

ie Dorn. Right. 

Mr. Fianacan. Because you felt that you wanted a future invest- 
ment for your family. 

Mr. Dorn. Right. 

Mr. FuanacGan. You admit that there will be probably no income, 
there will be no dividends on this stock, until the end of the 15 year 
bareboat charter, which has 11 or 12 more years to run? 

Mr. Dorn. Right. 

Mr. FuanaGan. At that time it is problematical that the stock will be 
worth anything, because you might not have anything but some old, 
worn-out ti ankers on your hi ands, and you say yourse ‘If that the m: in- 
tenance may be so high on those that it will be highe ‘r than the income 
from them, is that right ? 

Mr. Dorn. There is another little item in there, that the bareboat 
charter provides that the charterer shall place the vessels in class before 
redelivery, or shall make a cash settlement in lieu thereof. 

Mr. Fuanacan. All right. 

Now, you want the committee to understand that you were willing 
to risk $7,500 of your hard earned money today, or last. May, 
such a long term probable return on your investment 4 

Mr. Dorn. Yes, sir; I have seen circumstances under which that 
could come out to be a million dollars. 

Mr. Franacan. I have no further questions. 

Senator Hory. That is all, Mr. Dorn. 

Mr. Dorn. Thank you. 

Senator Hory. Joseph Rosenbaum ? 

Mr. Rosenbaum, hold up your right hand. Do you solemnly swear 
that the testimony you give in this heari ing shall be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Rose NeAum. I do. 

Senator Hory. Have a seat, please. Give your 
and connections to the reporter. 


based on 


hame and address 


TESTIMONY OF JOSEPH H. ROSENBAUM, WASHINGTON, D. C., 
ATTORNEY AT LAW 


Mr. Rosennaum. My name is Joseph H. Rosenbaum. My address 
is824 Connecticut Avenue NW. Taman attorney at law. 

Senator Hory. I would like the reporter to show in the record for 
this afternoon that the hearings are held during the sessions of the 
Senate, by permission of the Senate granted before we began the hear- 
Ings tod; ay. 

Mr. Flanagan, you may examine Mr. Rosenbaum. 

Mr. Fuanacan. Do you recall, Mr. Rosenbaum, when you first had 
any discussions with Mr. Casey concerning his possible purchase of 
surplus Government tankers / 

Mr. Rosennavu . You say his possible purchase ? 

You mean Mr. Casey personally ¢ 
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Mr. Fianacan. Or anybody’s porible purchase. 
Mr. Rosennaum. Oh, I should say, as I recall, about—thi 


roughly—August of 1947 or July of 1947, somewhere in around there. 


Mr. FLANAGAN, And what were your general discussions at t 
time with Mr. Casey in regard to the purchase of Government tank 
Mr. Rosensaum. We were discussing the possibility of represent 
a client who had a desire to get some ti unkers, to purchase some tank: 

Mr. Fuanacan. Who are you speaking about when you say “we! 

Mr. Rosensaum. Our firm and Mr. Casey. 

Mr. Fianacan. You and Mr. Casey were going to jointly represent 
some client 

Mr. Rosenspaum. No. We discussed with Mr. Casey the quest 
of his handling the matter for our firm. 

Mr. FLanacan. Who was your client at that time? 

Mr. Rosensaum. I believe it was a Mr. Konialidis. 

Mr. Firanacan. Can you spell that? 

Mr. Rosenpaum. No; I can’t. 

Mr. Fianacan. Mr. Konialidis? 

Mr. Rosennaum. Yes, I think that was the name. 

Mr. FLanaGan. How do you spell that, Mr. Leece ? 

Mr. Leece. K-o-n-i-a-]-i-d-i-s. 

Mr. Rosensaum. I can look it up in the file and give you the cor 
spelling, but I don’t remember offhand. 

Mr. Fianacan. At any event, had Mr. Konialidis presented hims 
to your law firm with the idea of your assisting him in getting tankers! 

Mr. Rosensaum. That is right. 

Mr. Fianacan. And you went to Mr. Casey ? 

Mr. Rosensaum. As I recall, we discussed it with Mr. Casey ; 

Mr. FianaGcan. When you say “we,” who are you talking stout? 

Mr. Rosennaum. Well, it was probably myself who dise ussed it v 

Mr. Fianacan,. Of yan nare you speaking about when you say “\ 
probably talked to Mr. Casey about it. 

Mr. Fianacan. Why did you go to Mr. Casey and seek his as: 
ance as an attorney in this matter 

Mr. Rosennaum. Well, it was not the type of matter which our | 
had handled previously, and we thought it would be well to get soi 
outside counsel in. 

Mr. Fianacan. In other words, you didn’t know much about it, so 
you went to Casey to get some technical advice ? 

Mr. Rosennaum. As I ree: all; yes. 

Mr. Fuanacan. This Mr. Dudley in your firm—wasn’t he an ex}. 
on tankers, on the acquisition of ti ankers ? 

Mr. Rosenspaum. No; not atthattime. I don’t think he had handled 
any previous matters that I recall. 

Mr. Fianacan. I want to read from Mr. Casey’s testimony, w 
he gave here several days ago. 

I asked him: 

Who was it who conceived the idea of obtaining Government-owned tankers 
and arranging the type of financial assistance you did get from the insura! 
company by assigning your charter hire after you would get the charters | 
the insurance company? Who conceived this idea? 


And Mr. Casey said: 


It never sprang full grown from any one mind, but the first time I ever h: 
of it was from Robert Dudley, who was an attorney here and who wa 
brother-in-law. 
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And he had been working on some ship application for the firm of Goodwin, 
Rosenbaum & Meacham early in 1947. 

Now, in view of that testimony, I want to ask you: In August of 
1947, you say you went to Casey because you felt that he had ex- 
perience in obtaining ships from the Maritime Commission. ; 

Mr. Rosenpaum. I didn’t say that. I said that some time—I believe 
it was around July or August of 1947—the first question came into our 
firm ae to securing tankers, and, as I recall, we discussed it with 
Mr. Casey 

Mr. FLANAGAN. Why did you go to Casey? That is what I am 
trying to find out. 

Mr. RosenspauM. Because our firm specialized in Federal tax mat- 
ters. This was not a Federal tax matter, and we decided to talk to 
Mr. Casey about it. 

Mr. FranaGan. Why? Did Casey specialize in maritime matters? 

Mr. Rosenpaum. I didn’t say that, but we went to Mr. Casey be- 
cause he was an older man, an experienced man, and T thought he 
could do a good job in handling it for our firm. 

Mr. Fuanacan. Up to that time, had Mr. Casey ever 
admiralty experience ¢ 

Mr. Rosensaum. I don’t think this was a question of admiralty law. 

Mr. FuanaGan. Had he had any experience dealing in ship sales 
with the Maritime Commission / 

Mr. Rosenspaum. I didn't know. I wouldn't know the answer to 
that. 

Mr. Franacan. Wouldn't it be the natural thing for a firm such as 
your own when you were seeking outside technical advice in a matter 
regarding which you yourselves were not acquainted, to go to some 
lawyers who at least had some experience in that field ¢ 

Mr. Rosenspaum. No; Mr. Casey was a well-known eminent counsel 
and seemed like a good man to represent the interests of the client. 

Mr. Fuanacan. That is the only reason you went to him? 

Mr. Rosenpaum. As I recall, that is correct ; yes. 

Mr. Fiuanagan. Had you discussed the matter with 
associate, Mr. Dudley ¢ 

Mr. Rosenpaum. As I recall, we did; yes. 

Mr. Fuanacan. Was Mr. Dudley at that time, in the summer of 
i947, or did you consider him to be at that time, versed in the handling 
of ship purchases from the Maritime Commission / 

Mr. RosenBaum. As I remember, 
had. 

Mr. FuanaGan. And then the answer to that question is that Dudley 
was not versed in that matter? Is that it / 

Mr. Rosenpaum. Was not versed in what matter / 

Mr. Fuanacan. In the purchase or handling of purchases of ships 
from the Maritime Commission. 

Mr. Rosennaum. I missed your question. I don’t understand it 

Mr. Fuanacan. You certainly did. At that time, in the summer of 
1947, in your opinion, was Mr. Dudley versed in the methods of 
obtaining surplus vessels from the Martitime Commission ? 

Mr. Rosennaum. Oh, as I recall, when our first case came up, we 
hadn’t had any previous experience in the field. 
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Mr. FianaGan. Then, as far as you know, Dudley had no previous 
experience in the field ? 

Mr. Rosenspatm. That is what I remember now. I could go back 
and check the files, but I am pretty sure I am right. 

Mr. Fianagan. And you wouldn’t call him a well-versed attorney 
in the field of purchasing ships from the Commission ? 

Mr. Rosenznaum. No. If that was our first matter, I wouldn’t;: no, 

Mr. FuanaGan. So in any event, you say you and Mr. Dudley went 
to see Casey. 

Mr. Rosensaum. We dscussed it with Mr. Casey; yes. 

Mr. Franacan. And what was the result of those dicussions you had 
with Mr. Casey ? 

Mr. Rosensaum. Well, I think the application was filed and was 
turned down. 

Mr. FLanacan. Who filed the application ? 

Mr. Rosensaum. Well, I don’t exactly remember. You mean who 
physically filed it? Or in whose name was it filed; who was the at 
torney ¢ 

Mr. Fuanagan. Yes. 

Mr. Rosennaum. I really don’t remember that. 

Mr. Franacan. Who prepared the application ? 

Mr. Rosensnaum. Well, I suppose Mr. Dudley prepared it. 

Mr. Fuanacan. Who did the legal ground work that is necessary 
to fill out and carry through one of these applications ¢ 

Mr. RosenBaum. That would be Mr. Dudley. 

Mr. Fuanagan. What did Mr. Casey do? 

Mr. Rosenspaum. He worked with Mr. Dudley. 

Mr. Fuanacan. Well, what did he do, exactly? 

Mr. Rosenspacm. You would have to ask Mr. Casey what he and 
Mr. Dudley did, each in their respective—— 

Mr. Fuanacan. In other words, you don’t know what he did. 

Mr. Rosenpaum. Not exactly; no. 

Mr. Fuanacan. Well, then, at what point was it that Mr. Casey, 
as an official of AOTC, hired your law firm to assist him? 

Mr. Rosensaum. Well, I don’t think that question is quite accurate. 
for this reason: As I remember, when the first questions about AOTC 
came up, there was no AOTC. It was incorporated, and then it filed 
an application. 

Mr. Fiuanacan. All sig 

At what point did Mr. Casey or any of his associates come to you o1 
your law firm and seek lewral ‘advice and assistance from you on the 
purchase of ships ¢ 

Mr. Rosensaum. Now, I think that a more accurate statement 
would be that we were asked. to incorporate the company; that is, 
Mr. Dudley and our firm, and to prepare the application, which we 
did. 

Mr. Fuanacan. At any point prior to October oo after this thing 
got underway, at any point prior to that, did Mr. Casey or any of _ . 
associates come to you or to your law firm and seek your assistance 
handling various phases of these tanker transactions? 

Mr. Rosenraum. Say it again. I missed your question. 

Mr. Franacan. Af any time prior to October 1947, did Mr. Casey 
or any of his associates come to you or your law firm and seek you! 
advice or assistance in purchasing tankers from the Government ? 
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Mr. Rosensaum. Not that I recall. I could check the files and go 
over them, but I don’t remember any such occasion. 

Mr. FLanacan. Well, at what point were you retained, was your law 
firm retained, by the Casey group, by the corporation ? 

Mr. Rosennaum. As I remember, we formed the corporation; that 
is, our firm did. 

Mr. Fuanacan. All right. You formed the corporation. 

You know, as a lawyer, that that is a very routine matter. 

Mr. Rosenspaum. Yes, sir. 

Mr. Franacan. What else did you do? 

Mr. Rosensaum. Well, we prepared the application. 

Mr. Fuanacan. You prepared the application for the first five 
vessels ¢ 

Mr. Rosenspaum. Yes, sir. 

Mr. Fianacan. And who did that? 

Mr. Rosensaum. Mr. Dudley, I guess. 

Mr. FLranacan. Was that one of the purposes for which you were 
hired by the AOTC, or that group ? 

Mr. Rosenspaum . Yes; I should say so. 

Mr. Fuanacan. For what other legal matters were you hired, and 
what was the agreement that you had ¢ 

Mr. Rosensaum. As I recall, when the matter first came up, we 
didn’t have any agreement. 

Mr. FLanacan. Well, what was your understanding the first time 
you went and talked to Casey or any of his associates 

Mr. Rosenpaum. The only understanding I can remember is that 
we were to form the corporation and prepare the legal papers for Mr. 
Casey. 

Mr. Fuanacan. What legal papers other than corporate papers / 

Mr. Rosensaum. Well, they would be the application itself. 

Mr. FLanacan. You see, we have this problem, Mr. Rosenbaum—— 

Mr. Rosenpaum. I don’t quite follow your line. That is why. 

Mr. Fuanacan. I will tell you what I am trying to get at. We find 
that when your firm has a problem with the Commission, you go to 
Mr. Casey and seek his services as an attorney, and when he has a 
problem with the Commission he comes to your firm and seeks your 
services ¢ 

Mr. Rosensaum. Well, when did he do that / 

Mr. FranacGan. Well, at some point. 

Mr. RosennauM. You mean in connection with American Overseas ¢ 

Mr. FLANAGAN. Yes. 

Mr. Rosensaum. Well, I don't quite think that is a proper char- 
acterization. As I remember, Mr. Casey asked our firm to incorporate 
the company and prepare the application. That isn’t quite character 
izing it properly. 

Mr. Fuanacan. And did he ask you to do anything else other than 
to prepare the application for the ships? 

Mr. Rosennaum. Well, I don’t remember anything else. I don’t 
know exactly what Mr. Dudley did in the matter, but he is available, 
and you can ask him. 

Mr. Franacan. At that point, was Mr. Dudley & partner in your 
firm ? 

Mr. Rosensaum. I don’t believe so. 

Mr. FranaGan. Or was he just an employee of your firm ‘ 
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Mr. Rosensaum. As, I remember, he was an employee. 

Mr. FianaGan. And you, as one of the senior partners of the firm, 
assigned this work to him, I assume? 

Mr. Rosensaum. Well, he handled it, yes, sir; because his brother- 
in-law, Mr. Casey, took it up with him. 

Mr. Fuanagan. The record here, the previous record, will show that 
in 1948 AOTC paid your law firm a fee of $40,000. 

Mr. Rosensaum. Well, as I explained to you before, that fee wa: 
paid $10,000 to our firm, $10,000 to Mr. Dudley, $10,000 to Mr. Casey, 
and $10,000 to John C ourtney. The payment was channeled through 
our firm. 

Mr. FuanaGan, Can you tell the committee what your firm did fo 
its $10,000 that it got? 

Mr. Rosenspaum. Well, Mr. Dudley, an employee, as I recall, a 
that time, of our firm, did certain legal work and the firm was paid 
for it in the normal course of events. 

Mr. FuanwaGan. The only legal work so far that has been explained 
in this record is to handle the incor poration of AOTC and to file an 
application at the Maritime Commission. 

Mr. Rosenspaum. Well, if you want to know exactly what legal work 
was done, you would have to ask Mr. Dudley. 

Mr. Fianacan. Now, I also notice that Mr. Dudley personally re- 
ceived $10,000 of the $40, 00 fee. 

Mr. Rosenpaum. That is correct. 

Mr. FuanaGan. So he was getting paid for what he was doing, and 
your firm was getting paid for what he was doing, and Casey was 
getting paid for what your firm was doing. 

Mr. Rosensaum. No; that isn’t my understanding. 

Mr. Fuanagan. What did Casey get the $10,000 for? 

Mr. Rosensaum. It is my understanding that Mr. Casey, with the 
knowledge of the company, was to receive part of the $40,000 the party 
got. 

Mr. Franacan. Why? 

Mr. Rosensaum. I assume for legal services. 

Mr. Fianacan. The check, the original check, as I recollect, in the 
amount of $40,000, was made out to your firm. 

Mr. Rosensaum. That is correct. 

Mr. Fuanacan. So Mr. Casey must have had some arrangement 
with your firm to get his $10,000 from you people? 

Mr. Rosensaum. It is my understanding that Mr. Casey, with the 
knowledge of the company and its officials, had advised them that he 
was to receive part of the fee, of the $40,000 fee. 

Mr. Firanacan. And is that the reason you gave Casey the $10,000 ? 

Mr. Rosenpaum. Yes, sir; that was part of the arrangement. 

Mr. Franacan. Did Casey explain that arrangement to you ? 

Mr. Rosenpaum. I don’t understand your question. 

Part of the arrangement was that at the time the fee was agreed on, 
the fee would be divided as it was divided. 

Mr. FLanaGan. Four ways? 

Mr. Rosensnaum. That is correct. 

Mr. Fianaoan. Did you get any part of Mr. Dudley’s $10,000 split 
of that fee? 

Mr. Rosensaum. No, sir. 
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Mr. Fianacan. At that time, did you or did your law firm, to your 
knowledge, have any understanding with Dudley that you were to get 
half or any part of fees that he obtained, independent ! 


Mr. Rosenzaum. I don’t follow your "question. You mean in any 
matter ? 


Mr. FuanaGan. Yes. 

Mr. Rosenspaum. Well, we had no doubt had an agreement with 
Mr. Dudley in connection with his employment, and I don’t remember 
the terms of the agreement, but I can produce the agreement, and 
whatever agreement we had I am sure was carried out. 

Mr. Fianacan. Will you produce that for the record as soon as you 
ean! 

Mr. Rosennaum. Yes. , 

Mr. FLanacan. But in any event—— 

Mr. Rosensaum. You want the agreement that was in force during 
what period ¢ 

Mr. FranaGan. From August 1, 1947, to August 1, 1948, which was 
the period of time you were working on this case and received the fees. 

Mr. Rosennaum. All right. 

Mr. FuanaGan. In any event, whatever the agreement might have 
stated, you now state that you or your firm did not get any part of 
the $10,000 that went to Dudley / 

Mr. Rosensaum. Not that I recall. 

Mr. Fuanacan. Now, it has also been indicated here in the record 
that you acted as a broker in connection with the sale of the AOTC 
stock to the Delaware Tanker Corp. 

Mr. Rosenpaum. Well, in connection with the sale of the AOTC 
stock. That is right. 

Mr. FuanaGan. How did you happen to get into the position of 
being a broker in this sale ? 

Mr. Rosensnaum. Mr. Newmark, a lawyer in the town, as I recall, 
came to me with a proposal from a firm in New York to acquire the 
stock of AOTC. And that did not work out. 

Then he came back with another proposal on behalf of North Amer- 
ican Shipping & Trading, and eventually, I gathered, that did work 
out. 

Mr. Fuanacan. Did you have any arrangement with Mr. Newmark 


as to what part of that ‘broker: age fee you would get in case the trans- 
action was consummated ¢ 


Mr. Rosenpaum. Yes, sir. 

Mr. Fuanacan. What was vour agreement with Newmark ? 

Mr. Rosenpaum. As I remember it, we had a letter on it. 

I think it was 50-50, but I am not sure; that is, it was to be divided 
50-50, evenly. But I can produce the letter. It is probably in the 
files some place. 

Mr. FuanaGan. Our record here indicates the brokerage fee paid to 
Newmark and yourself was $50,000, 

Mr. Rosensaum. That is correct. 

Mr. Fuanacan. Of which you received $27,000. 

Mr. Rosenspaum. Our firm received $27,000. That is correct. $9,- 
000 went to Mr. Casey, and the firm retained $18,000. 


Mr. Fuanacan. And one-third of that went to Mr. Casey, namely, 
S900 7 
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Mr. Rosennaum. That is correct. 

Mr. Fuanacan. Will you tell us the cire — es under which you, 
as a broker, split your brokerage fee with Mr. Casey, who was the 
president of the seller? 

Mr. Rosennaum. Well, as I remember, there was considerable ques 
tion as to who was going to pay the commission, or brokerage fee, and 
eventually it was deter mined that the buyer would pay the commissio) 
and the conmnissien was.paid, and Mr. Casey received $9,000, I suppose 
for his share in elena out the commission. 

Mr. Fuanacan. You suppose. Don’t you know? 

Mr. Rosensaum. Well, that would be the reason for it. 

Mr. FuanaGan. Whose idea was it that Casey tol | get one-third 
of your brokerage fee? Was it his idea, or your idea 

Mr. Rosennaum. I should say that was our mutual ‘de a. 

Mr. Fuanacan. Who first broached the subject 4 

Mr. Rosennaum. I don’t remember who first broached the subject 

Mr. Fuanacan. You have no idea? 

Mr. Rosennaum. I don’t remember that. 

Mr. Franacan. In any event, you did pay Casey one-third of you 
brokerage fee, which amounted in his case to $9 000 4 

Mr. Rosrnnaum. That is correct. 

Mr. Fuanacan. Would you briefly tell the committee what you did 
io earn that $27,000 brokerage fee / 

Mr. Rosensaum. I personally didn’t earn it. The firm earned 
$18,000, and I pe rsonally had a series of discussions with Mr. New 
mark and Mr. Casey, and I think Mr. Newmark arranged for Mr. 
Guthrie and Mr. Niarchos to meet Mr. Casey, and eventually a deal 
was consummated. 

Mr. Fuanacan. Our record will also show that you obtained 1) 
shares of AOTC stock and 300 shares of Greenwich Marine stock 
from Mr. Casey, from his group. 

Mr. Rosennaum. I purchased it. 

Mr. Fuanacan. You purchased the $1,500. 

Mr. Rosennaum. The $1,500. 

Mr. Fuanagan. Did you go to Mr. Casey and ask him if yo 
could purchase that stock ? 

Mr. Rosenspaum. ae sir. Mr. Casey phoned me and mee 
he would let me buy, or let us buy, this 150 shares for his cost, at $1! 
a share. He eon 7 was a good investment and we anil make 
money on it. 

Mr. Fuanacan. Did he say why he was offering you this stock that 
turned out not to be so valuable? 

Mr. Rosenspaum. No, sir: he just said he thought it would be a good 
investment and we should buy it. 

Mr. Franacan. And your firm bought the stock? Is that right‘ 
Rather than yourself? 

Mr. Rosennaum. That is right. It was paid for by a firm check. 

or FLANAGAN. At that time, or any later time, did you ever tell 
Mr. Casey that you knew that your law associate, Mr. Dudley, ! 
150 - ares of AOTC, and that you also thought that your firm shou! 
have a similar amount of stock? 

Mr. Rosensaum. No, I don’t think that question ever arose at a 

Mr. Fuanacan. That never entered into it? 

Mr. Rosensaum. Not that I remember. It never came up at all. 
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Mr. Franacan. Did you ever speak to Mr. Dudley about the fact 
that he _ 150 shares of that stock which had been received as a oift 
from Mr. Casey ¢ 

Mr. Rosensaum. Until recently, I didn’t know it as a gift 
was none of our business anyway. 

Mr. FLAN aAGan. I just wi anted to look up the record here as to what 
Mr. Casey said with anne to the purchase of that stock. 

I pointed out to Mr, Casey in the record that you had 150 shares 
of his stock, and at tha point he was explaining how each one of 


these nominees of his obtaimed this stock. And Mr. Casey said 
[ quote the record: 


, and it 


3 and 


He purchased that. He is the only one of my designees, as I remember, that 
purchased the stock. My brother-in-law worked for his firm. At the time of 
working for his firm, he was representing a client of that firm before the Mari- 
time Commission. 

And L asked him: “Who was?" 

And he said: 


My brother-in-law. Rosenbaum never was to the Maritime Commission, to 
my knowledge. My brother-in-law was an employee of his firm. I think that 
there was, as I remember it, some discussion. There was, in my brother-in-law’s 
contract; an agreement that he would divide whatever he got outside of the firm 
with the firm and I think there was a discussion with respect to that; I recog- 
nized it and sold to Rosenbaum. 


Now, a you ever have a discussion with Mr, Casey or with Mr. 
Dudley or with anyone else concerning the fact that because Dudley 


had 150 oe of that stock you felt that your firm should have a 
similar amount of stock ? 


Mr. Rosensaum. I don’t recall it. If we did have it. I don’t re- 


member it. 

Mr. FnanaGan. And I said: 

You mean to say your brother-in-law got 150 shares and Rosenbaum felt that 
he should also get 150? 

Mr. Casey. I think that is true. 

Mr. Rosenspaum. Well, I have answered that, Mr. Flanagan. 
don't remember the conversation. If it took place, I don’t recall 

Mr. Fuanacan. And now you say that you can recall no conversa- 
tion with Dudley, Casey, or any one else in which it was suggested 
by you or by any of your associates that your firm should have 150 

ares of that stock because Dudle *v had 150 shares? 

Mr. Rosennaum. No, Tamsorry. I don’t recall it. 


Mr. Franacan. In view of your testimony, what do you think 
Casey was talking about? 


Mr. Rosennaum. I don’t know. 

Mr. Fuanace AN. That stoe k ow as pure hi ised by you for $1,500, or by 
your firm, and sold for $41,881, at a profit of roughly S40 381. eas 
do you reeall any a legal fees, bonuses, or other fees, that you 
received from AOTC or any of its facilities, or that your firm re- 
celved ( 

Mr. Rosenspaum. The firm received a thousand dollars for the for- 
mation of National Tankers, which included reimbursement. That is, 
we paid the costs of incorporating the Corporation Trust Co., which 
were about $280. 

Mr. Franacan. Was that the only other fee? 

Mr. Rosennaum. From AOTC? 
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Mr. Fianagan. Or any of its facilities, which would include Green. 
wich, Trans-World, Oceanic Marine 

Mr. Rosensaum. Yes. As I recall, that is all we received. 

Mr. Fianacan. Since January 1947, have you had any kind of 
agreement with Mr. Casey whereby you or your law firm would s 
or share fees in connection with any type of case / 

Mr. Rosensnaum. Well, from time to time matters would arise where 
our firm would hire Mr. Casey and enter into a fee arrangement with 
him. 

Mr. Fiuanacan. In what type of cases would you seek to hire Mr, 
Casey / 

Mr. Rosensaum. Well, we used him on—generally speaking, we 
used him on various matters before the Maritime Administration. on 

various matters before the RFC. 

Mr. Fuanacan. Those were the only two types? 

Mr. Rosensaum. Generally speaking, I think that is correct ; y: 

Mr. Fianacan. Did you use him on all of your maritime cases’ 

Mr. Rosensaum. No, sir. 

Mr. Fianacan. Is there any way that you could explain to the com- 
mittee why you decided you would use him on one maritime case 
not on another 

Mr. Rosennaum. Oh, I think it would depend on the situatio. 
each case. 

Mr. Fianacan. Did you use him on all cases involving the pure! 
of ships? 

Mr. Rosensnaum. No, sir. 

Mr. Fianacan. Did you use him on all cases involving the pure 
of tankers? 

Mr. Rosensaum. No, sir. 

Mr. Fuanacan. Your law firm, I believe, was attorney, or were 
torneys, for United States Petroleum Carriers, were you not / 

Mr. Rosenspaum. Yes, sir. 

Mr. Fianacan. Were you hired by that company for the purpos 
attempting to purchase tankers from the Maritime Commission 

Mr. Rosenspaum. Yes; we represented them in the Tetase 
tankers. 

Mr. Fuanacan. Approximately when did you become counse! for 
United States Petroleum Carriers? 

Mr. Rosenspaum. At the time of its formation. 

Mr. Fuanacan. And when was that? 

Mr. Rosensaum. Oh, I should say late in 1947. 

Mr. FranaGan. What? 

Mr. Rosensaum. Late in 1947, 

Mr. Franacan. At about the same time that AOTC was getting 
into the same business? 

Mr. Rosensavum. A little later. 

Mr. Franacan. A couple of months later in 1947? 

Mr. Rosenpaum. Yes, sir. 

Mr. Franacan. Were you successful in getting tankers from the 
Commission for United States Petroleum Carriers? 

Mr. Rosennaum. Yes, they were awarded tankers. 

Mr. Fianacan. How many? 

Mr. Rosenpavo. I think four. 
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Mr. Franacan. And you were paid a legal fee of how much 
connection with that case / 

Mr. Rosensaum. For our legal work—and as I recall, that in- 
volved the actual closing and drafting of the contracts—we were 
paid a fee of $100,000. 

Mr. Franacan. How did you arrive at that fee / 

Mr. RosenpauM. By negotiation with the client. 

Mr. FuanaGan. Was it based on the number of tankers you could 
get ! 
~ Mr. Rosenpaum. As I remember, it was based on the number of 
tankers they took title to. 

Mr. FianaGan. In other words, you got $25,000 for each tanker 
they took title to? Wasn’t that how you settled your fee 

Mr. Rosensaum. As I remember, that is correct. 

Mr. FuanaGan. Now, in that case, did your firm or did you your- 
self retain Joe Casey as counsel / 

Mr. Rosenrnaum. As I recall, we did retain Joe Casey as counsel. 

Mr. Fuanacan. When did you retain Casey ¢ 

Mr. Rosensaum. Oh, about the time we started representing the 
company. ’ 

Mr. Franacan. Who retained Casey? Who in the firm arranged 
his retention / 

Mr. Rosensaum, Oh, I should say it probably was myself. 

Mr. Franacan. You now recollect what discussion you had with 
him and what you told him you expected him to do as attorney / 

Mr. Rosennaum. No. 

Mr. FuanaGan. You have no idea / 

Mr. Rosenspaum. Just generally, that he should represent the com- 
pany in its application. 

. Fuanacan. Why did you go to Casey and seek his assistance 
in nee with this United States Petroleum Carrier case ? 

Mr. Rosensaum. Because I thought it was a good idea. 

Mr. Furanacan. Why did you think it was a good idea? That is 
what we want to know. 

Mr. Rosensaum. Because I thought he was an able, resourceful 
counsel, and he should handle the matter. 

Mr. Franacan. Did you give him any specific duties to handle? 

Mr. Rosenspaum. No. 

Mr. Franacan. Did he ever handle any duties? 

Mr. Rosensaum. I don’t understand your question. 

Mr. FLanaGan. You said you gave him no specifie duties. 

Mr. Rosenpaum. Well, when the firm hires an outside counsel, the 
matter is generally within the ambit of his discretion, how to handle it. 

Mr. FLanacan. When a firm hires an outside counsel, you hire him 
for some purpose, some special purpose ¢ 

Mr. Rosenspaum. The purpose was to handle this matter 

Mr. Franacan. When a law firm such as yours who has a number 
of competent lawyers, goes out and hires an outside lawyer, you hire 
him for some specific purpose, ordinarily: isn’t that true / 

Mr. Rosennaum. Yes. 

Mr. Franacan. Now, why did you hire Casey’ For what specific 
purpose did you hire Casey ¢ 

Mr. Rospnsaum. Because I thought he was a competent man to 

ndle the matter, the matter before the Maritime Commission. 
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Mr. FuanaGan. To negotiate with the Commission? In other words, 
you hired him to negotiate with the Commission ¢ 

Mr. Rosensaum. To handle the matter. 

Mr. FLranacan. What else did you want him to do other than to 
negotiate with the Commission ¢ 

Mr. Rosenspaum. What he did was within his own discretion. That 
was the purpose he was hired for. 

Mr. Fianacan. I know, but what was your purpose in hiring hin? 
‘To fill out the application forms ¢ 

Mr. Rosensaum. No. 

Mr. Fianacan. Dudley did that. Casey hired Dudley to do that 
for him, so you didn’t have to go and hire Casey to do that for you. 

Mr. Rosensaum. Well, this was a matter involving a substantial 
sum of money, and it should have an older, more experienced attorney 
handling it. 

Senator McCarrny. Did you feel that Casey knew more of the 
pertinent law than you did? 

Mr. Rosensaum. About shipping? 

Senator McCarrny. Yes. 

Mr. Rosennaum. I should say he does, yes. 

Senator McCarruy. Then you hired him because of his superior 
legal ability ¢ 

Mr. Rosennaum. I think he was an advocate. He was a good 
pleader. 

Senator McCarriy. A pleader in court, you mean? Or before a 
bureau ¢ 

Mr. Rosenraum. A pleader before people for the matter he was 
handling. He is a good talker and talks convincingly, and he is a 
good lawyer. 

Senator McCarrny. Let’s see. Casey had not been in Congress for 
how long? 

Mr. Rosennaum. I don’t know. 

Senator McCarrnuy. He had not been practicing law, had he? 

Mr. Rosensaum. I think he practiced law before he went to Co 
gress. 

Senator McCarruy. Some time back. In other words, for a few 
years after he got out of law school, you think he practiced law? 

Mr. Rosensaum. I don’t know, Senator. 

Senator McCartuy. You have no idea now how long he practiced 
law ? 

Mr. Rosrensaum. No; I have no idea. 

Senator McCarruy. You did not know, of course, when you hired 
him, how long he had practiced law ? 

Mr. Rosrnsaum. I knew him by reputation. 

Senator McCarruy. So then I wish you would be frank with me 
on this, if you will. See if I am correct. You did not hire him be 
cause of any particular legal ability he had had. You did not know 
how long he had practiced law. You did not know where he had 
practiced law. You did not know how long since he had practiced 
law? 

Mr. Rosrensaum. You can have great admiration for a man’s lega! 
ability and not know how long he has practiced law. 

Senator McCartny. Do you know of any particular law suits he 
had tried which gave you this great admiration for him ? 
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Mr. Rosensaum. There is a difference between a trial lawyer and 
an administrative lawyer. A man might be a very good trial lawyer 
and a very poor administrative lawyer, and on the other hand he 
might be a very good administrative lawyer and a very poor trial 
law yer. 

Senator McCarruy. You did not hire him at all because you 
thought he might have influence with the Commission ¢ 

Mr. Rosensaum. No. He was hired because he was a good lawyer. 

Senator McCarrnuy. Well, let me ask you this: Were you at all 
euided 

Mr. Rosensaum. Sir? 

Senator McCartuy. Were you at all influenced by the thought that 
he might have influence with the Maritime Commission / 

Mr. Rosennaum. I don’t know of any. I don’t quite understand 
your question. 
~ Senator McCarruy. I will repeat it then. In hiring Casey, were 
you at all influenced by his possible influence with the Commission, 
rather than by his legal ability ? 

Mr. Rosennaum. He was basically hired because he had considerable 
legal ability and was a very forceful presenter of a case. 

Senator McCarruy. Let us get back to my question. 

Mr. Rosennaum. Do you mean the fact that he might, having been 
a Congressman, have known a lot of people ¢ 

Senator McCarruy. No. Just what I said. I assume you might 
have had more than one reason for hiring him. Let us say this. Was 
one of the reasons your thought that he might have influence with the 
Maritime Commission ¢ 

Mr. Rosennaum. I think you would have to define that term of 
“influence” so that I understand just what you mean. 

Senator McCarriy. What do you understand by “influence”? We 
will see if that suffices. 

Mr. Rosennaum. Well, if it be the fact that he might be known as 
an able lawyer of standing by the members of the Maritime Commis- 
sion, | would agree with your definition, 

Senator McCarriry. You were not at all influenced by his friendship 
with the Commission, by his position as a Democratic Congressman / 
That had no influence at all? You were merely hiring him for his 
legal abilitv’ Is that right! 

Mr. Rosensaum. For his standing and ability. 

Senator McCarruy. O. K. 

Mr. Fuanacan. At the time you hired Casey to assist you in han 
dling this United States Petroleum Carrier case— 

Senator McCarriry. Pardon me. May I ask just one more question ¢ 

Am I correct that you paid Casey’s law firm some 30 or 40 thousand 
dollars a year? 

Mr. Rosennaum. Well, that isn’t quite a correct statement, no. 

Senator McCartriy. How much ¢ 

Mr. Rosensaum. From time to time he would receive fees in the 
matters that he was working on for our firm. 

Senator McCarrny. Let me interrupt. Do you intend to develop 
that later? 

Mr. FLANAGAN. Yes. 

Senator McCarruy. Then I will forego the question for the time 
being. 
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Mr. Franacan. At the time that you retained Mr. Casey for the 
purpose of representing your law firm in connection with United 
States Petroleum Carriers, as I understand it, you retained him to 
go down to the Maritime Commission and negotiate the purchase of 
these ships; is that correct? 

Mr. Rosensaum. He was retained to act as counsel in the matter. 

Mr. Fianacan. Do you know how much work he actually did for 
your firm ¢ 

Mr. Rosennaum. No, sir. 

Mr. FLuanacan. You have no idea / 

Mr. Rosensaum. You mean how many times he went down, fo. 
instance, or what he did? 

Mr. Rosenspavm. No. That was within his responsibility. 

Mr. FianaGan. Was he quite active in the case? 

Mr. Rosenspaum. Well, he did his work. I don’t know what you 
mean by “quite active.” He represented the client well. 

Mr. Fianacan. Who from your law firm was also working on the 
same case ? 

Mr. Rosensaum. Mr. Dudley. 

Mr. Fuanacan. At that time, did you have any arrangement wit} 
Mr. Dudley in connection with the splitting of legal fees in case in- 
volving the purchase of ships? 

Mr. Rosensaum. As I remember, in connection with the United 
States Petroleum Carriers, the fees collected were to be divided, one- 
third to Mr. Casey, one-third to Mr. Dudley, and one-third to the 
firm. 

Mr. FuanaGan. As a matter of fact, in the United States Petroleum 
ease, you got a fee of $100,000, based on $25,000 a ship. And that fee 
was split three ways. 

Senator McCarruy. I did not understand. It was a fee of $25,000 
for each of four ships? 

Mr. FianacGan. $25,000 for each of four ships, making $100,000. 

And of that fee, Casey got $33,300, Dudley got $33,000, and your 
firm got $33,000; is that correct ? 

Mr. Rosexpaum. That is as I remember it, yes 

Mr. Franaean. Now, did you get any part of Mr. Dudley’s fee? 

Mr. Rosenpaum. Not that I recall. 

Mr. Fianacan. In other words, he was an employee of your firm, 
working for you, and he got the same amount of fee as the firm got; is 
that correct ? 

Mr. Rosensaum. That is what I remember, yes. 

Mr. Fianagan. Is that the usual ararngement in your firm, with 
Mr. Dudley? 

Mr. Rosenspaum. No. I wouldn’t call that a usual arrangement. 
That was the arrangement in this matter. 

Mr. Franacan. Asa matter of fact, it was a rather unusual arrange- 
ment for an employee of a law firm, was it not ? 

Mr. Rosensaum. Well, it could be explained. 

Mr. Fianacan. It could be explained. I know that. But it 
rather unusual ararngement, is it not ? 

Mr. Rosensaum. No, I wouldn’t call it unusual. 

Mr. Franacan. You mean to tell this committee that that is the 
usual arrangement for an employee of a law firm, to take one-half of 
the fee? 
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Mr. Rosensaum. In a specific matter, it might be perfectly ordinary. 

Mr. Firanacan. Did you get any part of Mr. Casey’s fee / 

Mr. Rosennaum. No. 

Mr. Fuanacan. Mr. Casey took his one-third entirely to himself. 
Did he split that with anyone, to your knowledge ? 

Mr. Rosensaum. Not that I know of. 

Mr. Franacan. Can you explain to the committee what Mr. Casey 
did for that substantial fee. namely, $83,000 4 

Mr. Rosensavum. Well, he represented the company. 

Mr. FranaGan. Can you explain to the committee why it was neces- 
sary for Mr. Casey’s own corporation, AOTC, to hire your firm on 
exactly the same type of case, and you had to turn around and hire 
Casey in another case that you had ¢ 

Mr. Rosrensaum. Well, now, Mr. Flanagan, that is not contradic- 
tory at all. 

Mr. FuanaGan. I didn’t say it was contradictory. 

Mr. Rosenpaum. And there is nothing there that is in any w: ay dif- 
ferent. Our firm rendered certain services for AOTC at Mr. Casey's 
request, and we were paid for them. 

Mr. FiranaGan. They were the same type of services that you 
hired Casey to do? 

Mr. Rosenpaum. Oh, no, no. 

Mr. FranaGan. Well, generally the same type of services ? 

Mr. Rosensaum. No. I wouldn’t say so. 

Mr. FranaGan. Well, what is the difference ? 

Mr. Rosensaum. The difference is that Mr. Casey in both cases 
had the primary responsibility to the client. That | ne was the 
attorney. In one case, AOTC, we did certain work, and we were paid 
forit. Butthe primary responsibility was Mr. Casey’s. 

Mr. FranaGan. In both cases ¢ 

Mr. Rosenspaum. I should say so. 

Mr. Franacan. Well, I thought that your law firm was retained 
by United States Petroleum Carriers. 

Mr. Rosenpaum. That is right. 

Mr. FLanaGan. And you split the fee. 

Mr. Rosensaum. We divided the fee. 

Mr. FLanagan. You divided the fee? 

Mr. Rosenspaum. That is right. 

Mr. Franacan. Then your law firm had the primary responsibility. 

Mr. Rosensaum. I am talking about with the Maritime 
Commission. 

Mr. FLranaGan. Well, you didn’t explain that. 

Senator McCarruy. Could I interrupt you there 

I still do not have this picture clearly in mind. Am I correct in 
this, that most of the strictly legal work was done by your firm, and 
the negotiations and the contacting was done by Casey? Or am I 
wrong ‘in that? 
| Mr. Rosenspaum. I should say that most of the paper work was done 
by our firm. 

Senator McCarruy. By the “paper work,” you mean drawing up 
the legal forms, making the formal applications, presenting the bids, 
ind that sort of thing ¢ 

Mr, Rosennaum. Well, for instance, as 1 remember, in the USPC 

se, there was the drafting of the contracts themselves, the passing 
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of title to the vessels, and a lot of legal work was drafted, and that 
work would basically be done in our office. 

Senator McCartuy. Do you know of any of the icicle legal work 
which was done by Casey and his firm? 

Mr. Rosennaum. Well, I should say, as a matter of opinion, that 
digesting the facts in the matter and presenting them to a board would 
be legal work. 

Senator McCarruy. But as far as the drafting of any papers, Aling 
any applications, the type of work that you or I as lawyers think of a 
legal work, you know of none of that type of work done by Casey’ 

Mr. Rosennaum. He may have done that. I wouldn't know, you 
see. Because I didn’t generally interfere in these matters, and | 
wouldn’t be familiar with what went on in them. 

Senator McCarruy. But offhand, you can’t think of anything / 

Mr. Rosennaum. Not offhand, no. Mr. Casey might know, and Mr. 
Dudley might know. 

Mr. Fuanacan. Back to this United States Petroleum Carriers 
case: You recollect Mr. Dudley purchased 250 shares of United States 
Petroleum Carriers for two dollars a share? 

Mr. Rosensaum. I believe that is correct. 

Mr. Fuanacan. Five hundred dollars. And at the same time, one 
Admiral Bowen purchased 250 shares at two dollars and a half a shar 
for an additional $500. You then recall that subsequently Mr. Dudley 
purchased Admiral Bowen's stock, his 250 shares, for $7,500, or bi 
tween $7,500 and $8,000. Do you recall that / 

Mr. Rosensaum. Yes: I am following you. 

Mr. Fianacan. And shortly thereafter, within a matter of days, 
you recollect, Dudley, who then then held 500 shares of this stock, sold 
that stock for $250 a sh: are, for a total of $125,010. Do vou recall that 

Mr. Rosenrnaum. Yes. 

Mr. Fuanacan. How was that $125,000 split / 

Mr. Rosennaum. That was split, a certain percent to Mr. ( 

a certain percent to Mr. Dudley, and the balance to the firm. 

Mr. Franacan. It was split three ways, was it not / 

Mr. Rosrennaum. Not quite. It was a little off on that. 1 co 
give you the exact breakdown if you would like to be furnished it 

Mr. Franacan. Roughly, split three ways? 

Mr. Rosennaum. Re nightly. Very roughly, yes. 

Mr. Franacan. Why did Casey get one- third of that $125.0007 

Mr. Rosennaum. Well, when the stock became worth something, wi 
had a discussion, and he felt he was entitled to it. 

Mr. Fuanacan. Pardon? 

Mr. Rosennacm. I say we had a discussion, and he thought he wa 
entitled to it. 

Mr. Franacan. What discussion did he have with you? Why did | 
think he was entitled to one-third of $125,000 ? 

Mr. Rosensnaum. Well, because he had worked on the matter a 
was entitled to that. 

Mr. Fuanacan. You paid him a legal fee of $33,000? 

Mr. Rosensaum. That is right. 

Senator McCartruy. Let me ask you a question. 

Mr. Rosennaum. Certainly. 
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Senator McCarrny. Did you feel, at the time you made the division 
of the money, that the deal would not have gone through unless you 
had Casey representing you é 

Mr. Rosennaum. I felt that, and I think we all felt, and he fe It, that 
he had been most helpful. 

Senator Nrxon. In what way? How? 

Mr. Rosennaum. As the attor ney for the company. 

Senator Nixon. What did he do that you could not have done your- 
self on this deal ? 

Mr. Rosensnaum. He represented the company before the Maritime 
Commission. 

Senator Nixon. You could not have done that yourself 

Mr. Rosensaum. I never tried it. 

Senator Nixon. I am speaking of your firm. 

Mr. Rosennaum. The firm itself¢ Well, generally speaking, Sena- 
tor, our firm stuck pretty close to the field of representing taxpayers 

. Federal tax matters, and generally speaking it was our policy, when 
we had a matter such as a labor matter or a wage and hour matter, 
or a maritime matter, to call in outside counsel. 

Senator Nixon. My understanding was that you said your firm pre- 
pared the papers, in all these instances. 
~ Mr. Rosenspaum. Mr. Dudley in the firm prepared the papers. 

Senator Nixon. There is paper work, and then there is leg work, 
of course, in cases of this sort. What was Mr. Casey’s contribution 
He did not prepare the papers. I just wanted to make sure we had the 
record clear. We would generally assume that the people who do 

e paper work are the experts, 

Mr. RosenpaumM. Not necessarily; no. Very often a brief is pre- 
pared by a junior in an office, and a se nior will argue the matter, al- 
though he may just pick up the brief and read from it. 

Senator Nixon. There was no argument in this case, however 

Mr. Rosensaum. There may have been before the Commission. I 
don’t know. 

Senator Nixon. Is that what Mr. Casey did, do you think? He 
went before the Commission ? 

Mr. Rosensaum. | assume so. 

Senator McCartrnuy. May L ask this: Is this substantially a correct 

tatement of your situation insofar as hiring other legal firms is con- 
aaa that where it came to a job that was strictly legal, you felt that 
your firm was competent, and you had trained lawyers that could do 
the task, but when you started to deal with a Government agency or 

ureau, then you used what you considered good judgment and hired 
someone to help you who you felt knew the right people in those 
iureaus or agencies ? 

Does it not actually boil down to that ? 

Mr. Rosennaum. No, sir. Because very often—take a case—— 

Senator McCarruy. The answer is “No”? All right. 

Did you ever hire anyone to help you not. because of his legal 
ibility primarily but because you felt he might know the right people, 

have the right contacts, influence, call it what you may? Did you ever 
hire anyone for that reason? 

Mr. Rosensnaum. Well, that is a double-edged question. Because 
vou might hire a lawyer to argue a case before the Supreme Court 
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because you felt that he was well and favorably known to the Justices 
of the Supreme Court, a man like John W. Davis. You might fee} 
he is an ideal man to present a case to the United States Supreiie 
Court. 

Senator McCarruy. Let us exclude the Supreme Court, then, 
the time being. But answer that question excluding the Supreine 
Court. 

Mr. Rosenpaum. Say that one again. That is a little broad. 
want to make sure I get all of the implic ations of it. 

Senator MoCarruy. The question is: Did you ever hire anyone 
to help you in one of your cases not primarily because of their legal 1 
ability but because you felt they might have the right contacts a) 
might know the right people, have influence, call it what you may, 
with the bureau with which you were dealing. 

Mr. Rosensaum. I think that it would be generally considered | 
in certain matters you might hire an attorney that was known to | 
particular bureau or department. 

Senator McCarrny. And friendly with the men in the burea: 

Mr. Rosensaum. Well, primarily that he be known and respected 
by the people in the bureau. 

Senator McCarruy. Well, good. Have you ever done that ? 

Mr. Rosrenspaum. I assume—we always try to hire attorneys that 
we feel will be known and respected by the bureau they are going to 
appear before. 

Senator McCartuy. Was that why you hired Casey ¢ 

Mr. Rosennaum. It was one of the reasons; yes. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. Fuanacan. Now, do I understand your testimony to be that y: 
split approximately one-t wee of the $125,000 you obtained from the 
sale of this stock with Mr. Casey, because you felt he deserved it for 
the good job he had done ?¢ 

Mr. Rosensaum. That the percentage he got was for the good job 
he had done, and it was a matter of discretion and agreement. 

Mr. Frianacan. I also notice that this stock was owned by Mr. 
Dudley, and that you got approximately one-third of the $1: 25,000 

Mr. Rosensaum. You mean the firm ? 

Mr. Fuanacan. Or the firm. I don’t know which. Did the firm 
get it ¢ 

Mr. Rosensaum. The firm got a little more than one-third. 

Mr. Fianacan. Why? 

Mr. Rosenspaum. In that case, it was just a matter of discussion a) 
agreement. I can give you the exact percentages. 

Mr. Franacan. I wish you would furnish that for the record 

Mr. Rosenzaum. Surely. I will be glad to furnish it. 

Mr. Fianacan. Why did your firm insist on taking a third of ¢! 
stock profit from Mr. Dudley ? 

Mr. RosensAaum. You mean why did we get it ? 

Mr. FuLanaGan. Yes. 

Mr. Rosenpaum. A matter of discussion and agreement. 

Mr. Fuanacan. Well, what was the discussion ? 

Mr. Rosensaum. Well, the discussion was that the firm felt 
was entitled to it. 
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Mr. Fianacan. Did you feel you were entitled to one-third of all 
the profits he made on ship deals? 

Mr. Rosenspaum. No. 

Mr. Franacan. Well, why did you pick on this one? 

Mr. Rosensaum. It was a matter of discussion and agreement. 
That is like setting a fee. When you set a fee in a matter, you discuss 
it sometimes with the chent and you reach an agreement. 

Mr. FLanaGan. At that time, as I understand, Mr. Dudley was an 
employee of your law firm. 

Mr. Rosennaum. That is right. 

Mr. FLanaGan. On the face of it, this appears to be a private trans- 
action of Mr. Dudley’s, where he is purchasing this stock and paying 
for it with hisown money. Why did your law firm think you deserved 
one-third of that / 

Mr. Rosenpaum. One of the reasons would be that the chent was 
a chient of the firm. 

Mr. Fuanacan. That was also true in the AOTC case. AOTC w: as 
a client of the firm, but you did not demand one-third of Mr. Dudley’s 
$40,000 profit on that deal. 

Mr. Rosenpaum. Each matter has to stand on its own feet and is a 
matter of discussion and negotiation, Mr. Flanagan. You are trying 
to lay down a general rule. And it did not exist. 

Senator McCarruy. Could you tell us what legal work you did in 
connection with that stock transfer / 

Mr. Rosenpaum. Which one, now, Senator ¢ 

Senator McCartruy. The first one of the two we were talking about, 
Dudley and United States Petroleum Carriers. What legal work did 
you do in connection with the transfer of the stock ¢ 

Mr. Rosensaum. You mean the transfer of the stock ¢ 

Senator McCarruy. Well, what did you get paid for ¢ 

Mr. Rosenspaum. You mean as counsel in the United States Petro- 
leum case ¢ 

Senator McCartiy. Yes. What did you get paid for? What 
work did you do? 

Mr. Rosennaum. Our firm formed the corporation, prepared the 
appheations. 

Senator McCarruy. What applications ¢ 

Mr. Rosenpacm. To the Maritime Commission; and went through, 
as I remember, all of the steps through closing; which was rather 
voluminous. 

Because, as I remember, there was a great deal of legal work done 
on that. 

Senator McCarruy. Over how long a period of time ? 

Mr. Rosennaum. From the date of the application until the date 
of closing, a period of months. 

Senator McCartuy. Well, roughly, how many ? 

Mr. Rosensaum. Oh, you might have it up there, Mr. Flanagan. 

Senator McCarry. Just give us the nearest you can. 

Mr. Rosenspaum. The date title was taken ? 

Senator McCarruy. Yes; the number of months over which you 
legal work extended in connection with this deal. : 


95335—52 
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Mr. Rosensaum. Just as a guess now 4 

Senator McCarrny. Yes. 

Mr. Rosenspaum. Maybe 3 months. 

Senator McCarruy. And how many of the members of your Jaw 
firm were working on this case during that period of time ? 

Mr. Rosensaum. I would have to check on it. I don’t know. 

Senator McCarruy. Well, how many are there in your law firm ? 

Mr. Rosensaum. Well, at that time we must have had—let’s see: 
that was 1947—we must have had about 10 people in the firm. 

Senator McCarruy. You were working on the case yourself, were 
you! 

Mr. Rosennaum. Toa limited degree. I suppose So; yes. 

Senator McCarruy. And you were the senior man in charge of 
legal work of that kind? 

Mr. Rosennaum. I should say so, yes. 

Senator McCarruy. And roughly how many hours would you say 
you spent on the case ¢ 

Mr. Rosennatm. I couldn’t tell you, Senator. 

Senator McCarruy. Well, over a 3 months’ period, did you spend 
all of your time, half of your time, a quarter of your time? 

Mr. Rosennaum. I coudn’t even estimate it. 

Senator McCarruy. And you do not know how many lawyers in 
your firm helped you ? 

Mr. Rosennaum. No, I don’t. 

Senator McCartuy. Do you know how many hours it took to pre- 
pare the applications? 

Mr. Rosensaum. I could reconstruct all this by going back to the 
files. 


Senator McCarrny. I think it is rather important. The total legal 


fee was how much? 
Mr. Fuanacan. The total legal fee was $100,000, and the total stock 


profit was $125,000. The Rosenbaum firm got more than a third, 


rm 
probably 40 percent. 

Mr. Rosensaum. Say 40 percent. 

Senator McCarruy. Your legal fee was $100,000? 

Mr. Rosensaum. Right. 

Senator McCarruy. And that is what you billed him for all of 
your legal work ¢ 

Mr. Rosennaum. Up to that time. 

Senator McCarruy. That covered all of your legal work ? 

Mr. Rosensaum. As I remember, up to the point of the billing, yes 

Senator McCarruy. Then will you tell us when you first discussed 


taking one- third of the stoc k profit, that IS. over and above your 


$100,000 legal fee? When did you first discuss that? 

Mr. Rosennacm. Oh, I should say about—this is rough—January 
or February of 1948, I think. 

Senator McCarrny. I would not have said it was too “rough.” 

Mr. Rosentnaum. It may bea little more, ora little after that. 

Senator McCarruy. And with whom te you discuss it ? 

Mr. Rosennaum. Mr. Dudley and Mr. Casey 

Senator McCarrny. W hen you went to » Dutiey and Casey and said. 
“Now, you m: ade $125.000"°——— : 
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Mr. Rosennaum. Let me explain. That was a stock payment pay- 
able over a period of 5 years, and if my memory serves me right, those 
payments hav e not been kept up. Sothere is no $125,000. 

Senator McCartiy. We will assume it is less than that. 

Mr. Rosennaum. It is considerably less than that. 

Senator McCarruy. But when you went to Dudley and Casey, and 
in effect said, “We are charging you $125,000 for our 3 months’ legal 
work and we also want part of the profit you made on this deal,” did 
they object ? 

When you first approached them on the idea of getting part of 
the stock profit, was there any objection ? 

Mr. Rosennaum. Well, I don’t think it quite arose that way. After 
the contract of sale was entered into, or was agreed on, the stock 
had some value, and as IL remember there was a discussion between 
Casey, Dudley, and myself about the division, and we reached an 
eareoment. 

I will furnish the agreement to the committee. 

Senator McCarriry. All right. You reached the agreement. But 
when you first broached to them the idea of getting part of the $125,000, 
did you tell them what you thought you were getting it for? 

You .were already paid in full for your legal fees. Now, unless 
you are wealthy beyond ante I suppose you started discussing a 
third of $125,000. That is a fairly major move. And TI imagine you 
— l give us some of the details as to why you felt you were entitled 

a profit, whether you felt this was a joint deal, whether you had 
we yf paid for your legal services, whether you had undercharged 
them when vou charged them $100,000, 

Mr. Rosennaum. No, Senator: when you see people everyday and 
deal with them, vou have discussions on the matter and you toss ideas 
back and forth and gradually arrive at a position. 

Senator MeCarriy. All right. No. 1, you did not feel you were 
being paid for any legal services. You had been paid in full for 
those. What did you feel you were being paid for when you got one- 
third of $125,000, or whatever it was? 

Mr. Rosennaum. It was part of the firm’s contribution to the matter. 

Senator McCarriy. I thought you just told us you were paid $125,- 
000 for any legal contribution you made. 

Mr. Rosennaum. No. As Mr. Flanagan pointed out, that 
divided. The firm received $33,000 for its legal services. 

Senator McCarruy. And then did you feel that your profit on the 
stock-market deal was by way of a leg: il fee ? 

Mr. Rosennaum. No. We felt we were entitled to part of that for 
our services rendered in the matter. 

Senator McCartriry. Let me ask you this: Is it customary when 
vou charge vour clients in full for any legal services rendered, that 
you then come back later and say, “IT want part of the profits in your 

pores?" Da you normally do that ? 


vas 


Mr. Rosensaum. No, IT don’t think that is the way it arose. 
Senator McCarrny. You have other clients, have you not ? 

Mr. Rosenrnaum. Yes. 

Senator McCarruy. Some of them operating profitable businesses ? 
Mr. Rosensaum. That is right. 
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Senator McCarruy. You charge them for your legal services / 

Mr. Rosensaum. That is right. 

Senator McCarruy. Have you gone to any of your other clie 
and said, “You have a profitable business, and we want part of yo 
profit because we were your lawyers”? Or does this case stand o 
as the only one? 

Mr. Rosenspaum. No, I don't think this case arose that way. Ith 
you are misstating the conception of the idea. 

When the stock contract was entered into between Mr. Dudley 
Mr. Barenson, we felt we were entitled to participate in it. 

Mr. Fuanacan. As a matter of fact, that stock was purchased 
$2 a share by Mr. Dudley and sold by him to other interests 
the United States Petroleum Carriers, who was your client, for $2. 
a share? 

Mr. Rosennaum. That is right. That is, there is a contract to that 
effect, yes. 

Mr. Franacan. That isa pretty handsome profit. So, in effect, 
client, which is the corporation, or the stockholders of that coxpors 
tion, is paying you and your law firm that additional $125,000. Is th 
not true ¢ 

Mr. Rosensaum. No, that isn’t correct, because we don’t get t) 
$125,000. You mean whatever proportion the firm gets? 

Mr. Fianacan. Your share, your $40,000 or $45,000. 


\ 


rn 


Mr. Rosennaum. Are you trying to say that the fees were $100,000 


and X thousand dollars, putting both together as a fee / 

Mr. Firanacan. What we are trying to find out is why your law 
firm felt you should go to Mr. Dudley. one of your employees, and 
take one third of the business deal he had. 


Mr. Rosensnaum. You couldn't take it, Mr. Flanagan. You could 


ask for it. 

Mr. Franacan. Why did you even feel you could ask for i 

Mr. Rosennam. I felt we were entitled to it. 

Senator McCarruy. Tell me this. In your income tax retur 
how was this entered / 

Mr. Rosenspaum. This was entered as a short term capital 
and treated as ordinary income. 

Senator McCartriiy. Asa short term capital gain / 

Mr. Rosensaum. And treated as ordinary income. 


Senator McCarrny. But you entered it as a short term capital gain; 


is that right ! 
Mr. Rosennaum. Well, it was treated as ordinary income. 
Senator McCarruy. No. I asked you a question. I said, how di 


you enter it? Is it correct that you entered it as a short term capita! 


vain Y 
= 
Mr. RosENBAUM. ‘1 hat 1s right; treated as or dinary i inc ome, 


Senator McCarrny. The answer is “Yes,” you entered it as a shor' 


term capital gain ¢ 

Mr. RosensauM. Which is ordinary income. 

Senator McCartny. Yes, or no? Did you enter it and list it as 
short term capital gain? Yes, or no? 

Mr. Rosensaum. I believe I did. 

Senator McCarruy. That means, then, that you were not handli 
it as legal fees, because you do not enter your legal fees as short te 
capital gain. Right ? 
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Mr. Rosensaum. That is correct. 

Senator McCarrny. Is that correct ? 

Mr. Rosenpaum. Correct. I follow you. 

Senator McCarruy. So that you were treating this the same as 
though you yourself had purchased the stock and sold it at a profit in 
less than 6 months. 

Mr. Rosensaum. That is correct. 

Senator McCarrny. And then did you consider yourself a partner 
in this deal, the stock deal ‘ 

Mr. Rosensaum. After we had the letter of distribution, yes. 

Senator McCarrny. Did you enter any of your profit as a long- 
term capital gain / 

Mr. Rosenspaum. No, You mean in this matter? 

Senator McCarruy. In this matter, yes. 

Mr. Rosensaum. No. 

Senator McCarrny. In other words, the purchase by Dudley and 
the sale by him was made within 6 months? Is that correct ? 

Mr. Rosenpaum. Yes. You understand that meant that it was 
treated as ordinary income for income-tax purposes; not the capital- 
gain rate, 

Senator McCartrry. On short term, you pay the same tax as though 
it were ordinary income / 

Mr. Rosensavum. As though it were ordinary income. 

Senator McCarrnuy. But the bookkeeping is different / 

Mr. Rosensaum. There is a bookkeeeping difference, yes. 

Mr. FianaG@an. On that very point, if we could go back for a 
moment, your firm received $41,000 for its stock in AOTC, roughly? 

Mr. Rosensaum. That is right. 

Mr. Franacan. And $18,000 brokerage fees; right ? 

Mr. Rosensaum. That is right. 

Mr. Fuanacan. How did you report that brokerage fee on your 
income tax for 1950? 

Mr. Rosensaum. The brokerage fee was reported as part of the 
long-term capital gain. 

Mr. Fuanacan. How did you arrive at that conclusion ? 

Mr. Rosennaum. That conclusion was arrived at by the partners 
of the firm after studying the transaction. 

Mr. FuanaGan. It was actually a brokerage fee, was it not, the 
S18.000 ? 

Mr. Rosennaum. The brokerage fee was—vyes, I should say it was 
a brokerage fee, but in the opinion of the partners of the firm it should 
be added to the value of the stock sold. 

Mr. Fuanacan. By what type of reasoning did you ever arrive at 
the conclusion that an $18,000 brokerage fee was part of a stock 
transaction and therefore should be declared as a long-term capital 
gain ¢ 

Mr. Rosenspaum. Well, we have a legal memorandum on it in the 
firm’s files, and I will furnish the memorandum to you. 

Mr. Franagan. I wish you would furnish that memorandum. 

Mr. Rosennaum. All right. 

Senator McCarruy. Let me ask you this. Under the normal laws 
covering the payment of income tax, you could not by any stretch 
of the imagination enter a brokerage fee as a long-term capital gain, 


could 


| you, or as a short-term capital gain? 
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Mr. Rosensaum. You might. 

Senator McCarruy. I say normally a brokerage fee could under 
no circumstances be considered that way. 

Mr. Rosenpaum. If you got a brokerage fee, interestingly enough, 
and it was for 3 years, I think under section 7 of the code you could 
prorate that over 3 years and get a tax advantage. 

Senator McCartiy. Did you render these services over 3 years! 

Mr. Rosenspaum. No. 

Senator McCartny. So that that particular law would not ap; 

Mr. Rosensaum. Not section 107; no. 

Senator McCarrny. Entering that as a long-term capital gain, you 
paid a maximum of $4,500 tax? Right? On $18,000, 25 percent / 

Mr. Rosennaum. Yes. 

Senator McCarruy. Do you know what bracket you were i) 
the time? In other words, how much did you save by entering t! 
as a long-term capital gain rather than as a brokerage fee ‘ 

Mr. Rosensaum. I could compute it. I don’t know offhand. 

Senator McCarrny. Do you know roughly what bracket you were 
in? 

Mr. Rosennaum. Well, you see, Senator, you must realize that I 
am only one partner in the firm, and the commission, or whatever you 

call it, was distributed to various partners, and my share of it was o; 
a part of that amount. So I would have to go back and look at m) 
share and then compute the difference, and I couldn't tell you what 
it is right now. 

Senator McCarruy. But in any event am I corect in this: That if 
you enter it as a brokerage fee, as you normally would, and paid a 
tax as normal income, it would have cost you considerable mor 
money ? 

Mr. Rosennaum. It might have or might not. I would have to chi 
my return. I don’t know. 

Mr. Franacan. Now back to this United States Petroleum Carriers 
In addition to the legal fee which you received, which your law fin 
received, and in addition to the profits you received from the stock 
transfer, have you received any other legal fees from United Stat 
Petroleum Carriers? 

Mr. Rosennaum. Oh, yes, quite a number of them. 

Mr. Fianacan. As a matter of fact, you are being paid $2,500 
month ? 

Mr. Rosensaum. We were. 

Mr. Franacan. You were up until March of 1951? 

Mr. Resensaum. March of 1951; ves. 

Mr. FranaGan. About $30,000 a year, that would make. 

Mr. Rosenspaum. That is right. 

Mr. Fuanacan. And that ran through 1948 and 1949 and 
about $100,000. 

Mr. Rosennaum. Yes; we represented them and did their tax wor 

Mr. Franacan. Did Mr. Casey receive any part of that fee? 

Mr. Rosennaum. No. Mr. Casey did not receive any part of the 

Mr. Fuanacan. Directly or indirectly ¢ 

Mr. Rosensaum. Directly or indirectly. 


Mr. Fuanacan. Take the case of Victory Carriers, Ine. I think 


that is the name of the corporation; is it not? 
Mr. Rosennaum. Yes. 
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Mr. FLanaGan. Victory Carriers. Did your law firm represent that 
corporation in its efforts to buy ships from the Martime Commission ? 
Mr. Rosennaum. Yes, I believe we did. 1 think we bought dry- 
cargo ships. 
Mr. FLanacan. These were dry cargo as opposed to tankers ? 
Mr. Rosennaum. That is right. 
Mr. Franacan. And how many dry-cargo ships were you able to 
obtain for Vietory Carriers? 
Mr. Rosennaum. Oh, I think they bought seven, if I remember. 
Mr. Fuanacan. And your legal fee was how much? 
Mr. Rosennaum. We received $35,000 for that ; $5,000 a ship. 
Mr. FuanacGan. And you arrived at that fee based on $5,000 a ship ? 
Mr. Rosensnaum. That is right. 
Mr. Franacan. When was Victory Carriers seeking these dry- 
cargo vessels 4 
Mr. Rosenrnaum. When? 
Mr. FLANAGAN. Yes: approximately when ? 
Mr. Rosennaum. I don’t remember that. 
Mr. FLAnNaGan. 1948? 
Mr. Rosenpaum. It is in the Commission's records. I really don’t 
remember it. 
Mr. Fuanacan. Did you split that fee or divide that fee with Mr. 
Casey ¢ 
Mr. Rosennaum. I believe we did: yes. 
Mr. Franacan. How much of that fee did you divide with Mr. 
Casey ¢ 
Mr. Rosenracum. Well, if I recall rightly, that was divided one- 
nore third to Mr. Casey, one-third to Mr. Dudley, and one-third to the 
firm. 
Mr. Franacan. It was the same division as some of these others, 
one-third to Dudley, one-third to Casey, and one-third to the firm 4 
Mr. Rosennaum. That isthe way I recollect it: yes. 
Mr. Fuanacan. Who hired Casey in this case ? 
Mr. Rosennaum. I euess the firm did. I did. 
Mr. FunanaGan. Asa matter of fact, your law firm, Goodwin, Rosen- 
baum & Meacham, were the attorneys for Victory Carriers: right / 
Mr. Rosennaum. Yes. 
Mr. FranaGan. And you in turn hired Mr. Casey ? 
Mr. Rosennaum. Right. 
Mr. Fuanacan. And why did you hire him in that case? 
Mr. Rosennaum. Because I must have deemed it advisable at the 
time, 
Mr. Fuanacan. What did you deem advisable ? 
Mr. Rosennaum. Advisable to hire him. 
Mr. Fuanacan. Why did you hire him? 
Mr. Rosennaum. I have no idea. 
I would have to go back to the file and look at it. 
Mr. FLANAGAN. Take the case of United States Navigation. Your 
firm also represented United States Navigation Co.; did you not 
Mr. Rosennaum. We did. 
Mr. Franacan. In the purchase of tankers at the Martime Com- 
mission ¢ 
Mr. Rosensaum. That is right. 
Mr. FLanaGan. How much of a legal fee did you get there? 
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Mr. Rosennavum. I think our firm’s share of the legal fee was—[ 


think; this is rough—about $18,500, of which Mr. Dudley got roughly 


$6,000. That is rough. 
Mr. Fianacan. Did Mr. Casey get any part of that fee? 
Mr. Rosennaum. I don’t believe he got any part of it. 
Mr. Franacan. The total fee in that case was approximat: 
$55,000 ? 
Mr. Rosensaum. For all the lawyers, yes. 
Mr. Fuanacan. How many ships did you obtain in that case? 
Mr. Rosenpaum. The company obtained two. 
Mr. FLranacan. Who were the other lawyers that split this fee / 
Mr. Rosennaum. Mr. Hecht up in New York, and Mr. Newmark 
Mr. Fuanacan. What is Mr. Hecht’s first name ? 
Mr. Rosensaum. David. 
Mr. Franacan. David Hecht? 
Mr. Rosenspaum. Yes; H-e-c-h-t. 
Mr. FLanaGan. He is a New York attorney ? 
Mr. Rosenpaum. That is right. 


Mr. Franacan. And Mr. Howard Newmark, a Washington at- 


torney? 
Mr. Rosensaum. That is right. 
Mr. Fuanacan. And your law firm? 
Mr. Rosensaum. That is right. 


Mr. Fianacan. In the case of the American Marine Corp., did your 


law firm represent that company ? 

Mr. Rosenspaum. We did. 

Mr. Fianacan. In its efforts to get tankers for the Commission / 

Mr. Rosensaum. We did. 

Mr. Fiuanacan. How many tankers were you able to obtain ? 

Mr. Rosensaum. American Marine got three. 

Mr. Franacan. How much did you get paid in legal fees for that? 
How much did the firm bill American Marine for? 

Mr. Rosensaum. As I recall now, the firm had a stock interest 
that company, and I don’t think we billed the company anything. | 
would have to check the records on that. 

Mr. Fianacan. Mr. Casey? 

Mr. Rosenpaum. He didn’t participate in that. 

Mr. FianaGan. He did not participate in this in any way? 

Mr. Rosensaum. No. 

Mr. Fuanacan. How much did you sell your stock interest for?’ 


Mr. Rosenspaum. All of the stockholders sold their stock for 


$200,000. 

Mr. Franacan. And how much stock did your law firm hold 
American Marine? 

Mr. Rosenspaum. As I recall, 27 percent, roughly. 

Mr. Fuanacan. That would be about $52,000? 

Mr. Rosensnaum. Yes, roughly; around that; ves. 

Mr. FuanaGan. Did your law firm have any other dealings with the 
Maritime Commission either as attorney or as a principal in the 
chase of surplus tankers or surplus ships? 

Mr. Rosenspaum. Well, we may have acted in some other matters 
I don’t remember anything in particular. 

I think we mentioned yesterday the ore carriers. Nicholson U) 
sal. Whether we represented anyone else, I don’t remember. 
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Mr. FianaGan. What fee did you receive from Nicholson Uni- 
versal ¢ 

Mr. Rosennaum. I think we got—for the Maritime Commission 
matter 

Mr. FLANAGAN. Yes. 

Mr. Rosenspaum. I don’t know. 

Mr. FLanaGan. Will you supply that for the record ¢ 

Mr. Rosennacm. Yes. 

Mr. Franacan. Did you have any other cases before the Maritime 
Commission in which Mr. Casey shared in the fees, other than these 
we have mentioned ¢ 

Mr. Rosensaum. Possibly, but I don’t remember. 

Mr. FLanaGan. Is there any way you can find out / 

Mr. Rosensaum. Oh, ves. 

Mr. Franacan. Will you find out and supply that to the commit- 
tee by early next week ¢ 

Mr. Rosennaum. Yes. 

Mr. FLanaGan. Not only cases before the Maritime Commission, but 
cases or matters involving corporations that purchased ships from 
the Maritime Comnaission. 

Mr. Rosennavcm. I know what you mean. In the same general area. 
Let’s see. That would be other than the ones we have discussed here 
this morning / 

Mr. Fuanacan. Yes. And of these we have discussed here today, 
it appears in these cases that are AOTC and their affiliates, United 
States Petroleum Carriers, Victory Carriers, Inc., United States Navi- 
gation Co., the American Marine Co., your law firm or yourself, usually 
the firm, collected some $340,000 in fees. That is just a rough cal- 
culation, 

Senator Nixon. Does that include the stock ? 

Mr. FuanaGan. That includes the stock and brokerage. 

Senator Hory. Over what period of time / 

Mr. FianaGan. Most of these transactions, with the exception of 
possibly $50,000, which was paid $2,500 a month, occurred during a 
period of between 1947 and 1948. 

Mr. Rosennaum. Will vou give me the calculation on that/ I 
would like to check it. 

Mr. Fuanacan. We will run it down. 

AOTC, your firm, got $10,000 legal fee and $18,000 brokerage fee. 

Mr. Rosennaum. Right. 

Mr. FranaGan. $40,000 stock profit. 

Mr. Rosenpaum. Right. 

Mr. Fuanacan. A thousand-dollar legal fee from National Tanker. 

Mr. Rosennaum. Well, you know, that was not a thousand dol- 
lars, because we paid the Corporation Trust Co. out of that. But you 
can leave it in. 

Mr. FuanaGan. There were certain expenses in connection with all 
of this. J am talking about the fees paid direct to your firm. Of 
course you had expenses. f 

Mr. Rosensaum. All right. 

Mr. Franacan. U.S. Petroleum Carriers, $33,000 legal fee. 

Mr. Rosensaum. Right. 

Mr. FuanaGan. $40,000 to $45.000 stock profit. 

Mr. Rosenspaum. You know, that hasn't been collected. 
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Mr. Funanacan. How much of that has been collected ¢ 

Mr. Rosenpaum. As I remember, of the $125,000, $50,000, I believe, 
has been collected. 

Mr. Fianacan. Then we will have to cut that back to 40 percent 
of $50,000, which would be $20,000. Another $20,000 is due and 
owing? 

Mr. Rosensaum. I should say so, yes. 

Mr. Fuanacan. On your legal retainer, your legal retainer from 
that company, which has been in effect since early in 1948 through 
March 1951, approximately $100,000. 

Mr. Rosennaum. That isn’t quite accurate, because the retainer, | 
think, started at either $1,000 or $500 a month and then built up to 
$2,500 a month. It didn’t start at $2,500 a month and continue or 

Mr. FuanaGan. Let’s say $50,000 in round figures at this time. And 
you will furnish those figures to the committee, will you ? 

Mr. Rosenpaum. Yes. 

Mr. FuanaGan. You say that is $50,000 rather than ninety or a 
hundred ? 

Mr. Rosenspaum. Yes. 

Mr. Firanacan. In the Victory Carrier case, a legal fee of $35,000! 

Mr. Rosrnsaum. In the Victory case, the firm’s share, as I remember 
it, was a third of $35,000. 

Mr. FianaGan. You only got a third of that. That will cut that 
down. A third of $35,000 is around $12,000. 

United States Navigation, a legal fee of $33,500 ? 

Mr. Rosensaum. Figure that at $12,000, because Mr. Dudley got his 
share of that. 

Mr. Fuanacan. So your share of that was about $12,000? 

Mr. Rosensaum. About $12,000; yes. 

Mr. Fuanacan. American Marine? 

Mr. Rosenpaum. You are about right, say $52,000. 

Mr. Fuanacan. Then add those up. It will be less than I said 
because we knocked some of those out. 

Let me have those, and we will add them up, as you marked them 
there. 

Mr. Rosennaum. That. is over a period, Mr. Flanagan, from 1947 to 
1952. 

Mr. Franacan. And most of that work, however, was, was it not, 
done in the latter part of 1947 and the early part of 1948. 

Mr. Rosenraum. Well, the services to United State Petroleum 
were constant services. 

Mr. Fuanacan. Knock out the services to United States Petroleum, 
which we have got only in there for $50,000 anyway. Knock those 
out. And all the other services took place for the most part from 
September 1947 to September 1948; isn’t that correct ? 

Mr. Rosennaum. That would be about right; ves. 

Mr. Fianacan. If you knock out the $52,000, it makes roughly 
$200,000 that your firm or yourself gained during that period as a 
result of ship sales. 

Mr. Rosennaum. As I explained, all of the income went into the 
firm. 

Mr. FLanaGan. Yes. 

Senator Nixon. May I ask a question there? Does that include the 
amount Mr. Casey got and the amounts Mr. Dudley got? 
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Mr. FuanacGan. They do not include the amounts Mr. Casey got or 
Mr. Dudley got, but merely what the firm of Goodwin, Rosenbaum 
& Meacham received. When Mr. C asey testified before the Fulbright 


committee last year in connection with the same matter, Senator F ‘ul. 
bright asked him a question. He said: 


Could you describe the Maritime Commission business to the committee—we 
discussed it the other day because of the wide scope of Mr. Rosenbaum’s activities 
in Internal Revenue, RFC, and with the Maritime Commission. Would you 
describe the character of the work which you did before the Maritime Com- 
mission for Mr. Rosenbaum, or in association with him. 

Mr, Casey. Well, the work had to do with the purchase of T-2 tankers, which 
were owned by the Maritime Commission. At that time these T-2 tankers, 
which were left over ‘rom the last war, were not being used. They were in 
the mud in the James River, for the most part, and it was decided to sell 
them at a statutory price; that is, | think the statute had named the price for 
selling them so that the Government would get money in return for the sale of 
r-2 tankers. I represented a client of Mr. Rosenbaum’'s in the purchase at the 
statutory pricé of some T-2 tankers 

Senator FULBRIGHT. Do you not think that could be characterized as an ar- 
rangement between you and Mr. Rosenbaum *% 

Mr. Casey. I think it was a case—it was an individual case. 

Senator FULBRIGHT. Is that the only case? 

Mr. Casey. That is all I reeall. 


Now, in view of your testimony here today, it is quite obvious that 
Mr. Casey represented you or worked with you in many more than 
one case before the Maritime Commission; is that not true / 

Mr. Rosennaum. Yes, sir. 

Senator Nixon. In that connection, incidentally, did you compute 
the amount that Mr. C: ems received from these deals ? 

Mr. Fuanacan. No; but I think that would be quite easy. 


Since January 1947, have you or has anyone associated with you, 
to your knowledge, made any gift or gratuity of any kind to any em- 

ployee or official of the Maritime Commission 

Mr. Rosenbaum. No, sir. 

Mr. FLaAnaGan. Since January 1, 1947, have you or has anyone 
associated with you, to your knowledge, had any financia! transactions 
of any kind with any official or employee of the Maritime Com- 
mission ¢ 

Mr. Rosenspaum. No, sir. 

Mr. FLANAGAN. I have no further questions at this time. 

Senator Nixon. Mr. Rosenbaum, as I understand it, you actually 

id not make any of the contacts at the Commission yourself ¢ 

Mr. Rosennaum. That is right. 

Senator Nixon. They were made either by Mr. Dudley or by Mr. 

asey / 

Mr. Rosennaum. That is right. 

Senator Nrxon. As I understand it, then, you did not talk with any- 
body at the Commission, either a member of the Commission, or an 
employee of the Commission, about any of these deals; is that right? 

Mr. Rosennaum. Not that I recall. 

Senator Nrxon. You do not recall any instance where you discussed 
any of these deals with any member of the Commission or any 
employee ? 

Mr. Rosennaum. J don’t recall any such instance. 

Senator Nixon. On this arrangement with Mr. Casey, what it ap- 
pears to be—I want you to clarify it if this is not the case, but what 

ippears to be up at this time is that all of these transactions involv- 
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ing Maritime Commission ships were handled similarly, with you and 
Mr. Casey working jointly on them; in some instances with Mr. Casey 
as attorney and in come instances with your firm as attorneys. 

Now, do I understand that what this was, then, was just an ar. 
rangement between your firm and Mr. Casey in which you agreed 
jointly to share fees on all transactions dealing with the Maritime 
Commission ¢ 

Mr. Rosenpaum. Oh, no, no. No, Senator. There was no such 
general arrangement. In those cases where we felt it was advisable 
to retain Mr. Casey, we would make an arrangement with him. [; 
various matters he was not called in. 

Senator Nixon. There are some other Maritime Commission (eais 
that you handled that Mr. Casey was not pulled in on? 

Mr. Rosenzaum. I mentioned, I think, to Mr. Flanagan, that My, 
Casey was not in the United States Navigation matter. 

Senator Nixon. Any others 

Mr. Rosensaum. He was not in the American Marine matter. 

Senator Nixon. The American Marine matter ¢ 

Mr. Rosensaum. Yes, sir. There were probably other dealings wit 
the Commission that he was not involved in. 

Senator Nixon. Can you think of any others than those two, at thy 
moment ¢ 

Mr. Rosensaum. Well, I am sure I can furnish them to you. 

Senator Nrxon. Involving surplus ships, I mean. 

Mr. Rosensaum. You mean involving the acquisition of them 


Senator Nixon. Yes. I mean, I am interested in the eases in which 


your firm was handling the acquisition of surplus ships. 
Mr. Rosensaum. I can’t think of any other than those two, but 
that is two out of four. 


Senator Nixon. And so your contention is that as far as Mr. Casey 


was concerned, in each instance this was simply a legal arrangement 
in which you employed Mr. Casey as counsel 4 

Mr. Rosensaum. That is right, Senator. That is a very ordinary 
practice. 

Senator Nrxon. I know it isan ordinary practice. 


Mr. Rosensaum. Just like, for instance, we have had patent and 
trade-mark matters come in. We don’t handle them ourselves. We 


retain counsel that are familiar with patent and trade-mark matters 
You understand that the Canon of Ethics of the American bua 


Association sanctions the employment of outside counsel and the div- 


sion of fees. It is perfectly proper. 
Senator Nrxon. Certainly. I understand. 
Mr. Fianacan. In any event, it appears now that your firm, sine 


1947, as a result of these tanker transactions, in fees or bonuses or 
stock deals, has taken in approximately $250,000, $200,000 of which 


was in a l-year period from the fall of 1947 to the fall of 1948. 

Mr. Rosensaum. I can check the figures. 

Mr. Fianacan. And it further appears that Mr. Casey receiv: 
approximately $104,000 as a result of the transactions with your firn 

Mr. Rosensaum. It could be. 

Mr. Franacan. And Mr. Dudley received approximately $112.) 
in fees and stock profits. 

Mr. Rosennaum. It could be. 

Senator Hory. That is all, Mr. Rosenbaum. 
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Mr. Rosensaum. Thank you. 

] will furnish this material. 

Senator Hory. The committee will not be able to hold a session 
tomorrow because another committee has this room. That same thing 
applies to both Monday and Tuesday morning. Other committees 
occupy this room, so we will not have a place to meet. 

So the next session of the committee will be Tuesday afternoon at 
9:30 o'clock. 

We will have to take a recess until that time because other commit- 
tees will have this room. 

We will be in recess until Tuesday afternoon at 2: 30. 

(Whereupon, at 4:35 p. m. Thursday, February 28, 1952, the hear- 
ing was recessed until 2:30 p. m. Tuesday, March 4, 1952.) 
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TUESDAY, MARCH 4, 1952 


UNrrep States SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 2:30 p. m., pursuant to Senate Resolution 
No. 251, Eighty-second Congress, second session, agreed to January 
24, 1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee), presiding. 

Present : Senator Clyde R. Hoey, Democrat, North Carolina, Sena- 
tor Joseph R. McCarthy, Republican, Wisconsin; Senator Karl E. 
Mundt, Republican, South Dakota; Senator Richard M. Nixon, Repub- 
liean, California. 

Also present: Francis D. Flanagan, chief counsel, William A. 
Leece, assistant counsel, Louis Sornson, accountant, Ruth Young, 
chief clerk. 

Senator Hory. The committee will please come to order. 

Mr. Robert W. Dudley will come to the stand. 

Will you kindly hold up your right hand ? 

Do you solemnly swear that the testimony which you give in this 
hearing shall be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Duptey. I do. 

Senator Hory. Have a seat. Give the reporter your name. 


TESTIMONY OF ROBERT W. DUDLEY, WASHINGTON, D. C., ATTORNEY 
AT LAW 


Mr. Duprey. Robert W. Dudley. My address? 

Senator Horry. Yes. 

Mr. Duptery. 3301 University Avenue NW., Washington, D. C. 

Senator Hory. You are an attorney at law? 

Mr. Dupiry. Yes, sir. 

Senator Hory. The reporter will make this note. 

The Senate has granted permission to the subcommittee to hold 
hearings during the session of the Senate today. 

Mr. Flanagan, you may proceed with the questioning. 
_ Mr. Fuanacan. Mr. Dudley, when and how did you first learn that 
it might be profitable to purchase and charter or subcharter Govern- 
ment-owned tanker ships ? 


Mr. Duptey. I believe in June or July of 1947. 
Mr. Fuanacan. How did you learn that? From whom? 
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Mr. Duptey. Well, I don’t recall from whom, but I learned it 
conversation with one or more employees of the United States Ma 
time Commission. 

Mr. Fianacan. Do you recall what employees of the Commiss: 
you were conferring with at that time? 

Mr. Duptey. Not specifically. It was in connection with a s! 
application which had been filed by a foreign client whom we we 
representing, and in connection with trying to have the applicati 
approved I learned that the Commission had, some time in June of 
1947, approved a sale 23 T-2 tankers to three different United States 
groups, and that the Commission in those cases had given authority 
to the purchaser for title to be taken in wholly owned Panamanian 
corporations. 

The Commission had also granted in those cases authority for t\i 
ships to be registered under the flag of Panama. 

As I recall it, one or more of these groups had an arrangement to 
bareboat charter these tankers for a period of 10 years to the Panama 
Transport Corp., a wholly owned auidieet of Standard Oil of New 
Jersey, 

I learned of the formula at that time for the purchase and charter- 
ing of tankers. 

Does that answer your question ? 

Mr. Franacan. And that formula consisted of getting allocations 
from the Maritime Commission and arranging to bareboat charter thie 
ships through a Panamanian subsidary, then in turn subcharterinyg 
them to some oil company; is that correct ? 

Mr. Duprey. No, that is not exactly correct. With respect to thiese 
ships which the Commission approved the sale of in June of 1947, as 
I recall it there was not a charter to a Panamanian subsidiary. The 
title to the ships was taken in the Panamanian subsidiary, and there 
was a direct charter between the Panamanian subsidiary and the Pan- 
ama Transport Corp., a wholly owned subsidiary of Standard of New 
Jersey. 

Mr. FianaGan. You say that this information was brought to you 
attention by some employee of, or official of, the Maritime Commis 
sion ? 

Mr. Duprey. I think so. It wasa matter of public record, I believe. 

Mr. Firanacan. Do you have any recollection at this time of having 
a specific discussion with any official of the Commission concerning 
these matters ? 

Mr. Duptey. No. No, I saw a number of people down there in coi 
nection with the application that I was pursuing, and it was only a 
incidental matter that I learned of this action. 

Mr. Franacan. Did this person, or did these persons at the Con 
mission, whoever they might be, indicate that these might be ver 
profitable transactions if the deal could be swung ¢ 

Mr. Dupiey. Well, I don’t recall any such conversation. . As | 
recollect my analysis of these transactions, the charter rates at the 
time permitted the repayment of a loan from an insurance company 
or bank, and I think that these transactions contemplated in one 
case a loan from a bank and in another case from an insurance com- 
pany. I think repayment was to be effectuated over a period of 1!) 
years; at the end of that time the loan to be fully repaid, and the ships 
would then be owned free and clear by the owner. 
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Mr. Fianacan. Is it possible that you might have discussed this 
matter with one of the commissioners of the Maritime Commission 
during 1947? 

Mr. Duptey. It is possible, but I don’t think I had a conversation 
with one of the commissioners about it. 

Mr. Firanacan. Now, when did you pass that type of information 
on to Mr. Casey ? 

Mr. Duptey. Well, it would be within a comparatively short time 
after I learned it. 

Mr. FranaGan. Mr. Casey is your brother-in-law, is he not ? 

Mr. Duptey. He is. 

Mr. Fuanacan. And he is engaged in the practice of law here in 
Washington ? 

Mr. Duper. He is. 

Mr. Franacan. And he was at that time. And in substance, what 
did you tell Mr. Casey at that time ? 

Mr. Duptry. Well, I believe that I told him that I had learned 
of the Commission’s action in approving the sale of these 23 tankers. 
| think that I pointed out to him that it seemed like an advantageous 
formula which could be done by anybody. 

My recollection is that the groups that had been successful in ob- 
taining Commission approval with respect to these 23 tankers put 
up very little, if any, equity money. 

Mr. Fianacan. At that time or at any time thereafter, did you 
reach any understanding of any agreemen. with Mr. Casey as to what 
your share of any of these deals might be ? 

Mr. Duptey. Well, certainly not at that time. I think any agree- 
ments which were made were made as conditions developed. 

Mr. Franacan. At that time or at any time immediately thereafter, 
was there any understanding or agreement between Casey and your- 
self or anyone else that Casey would retain the firm of Goodwin, 
Rosenbaum, Meacham & Bailen ? 

Mr. Duptey. Well, sometime after this conversation, when the proj- 
ect began to take more tangible form, it was understood, I think, that 
the firm of Goodwin, Rosenbaum & Meacham would be retained to 
work on various aspects of the application. 

Mr. FranaGan. Who made the arrangements, the initial arrange- 
ments, to retain the Rosenbaum firm ? 

Mr. Duper. I suspect that was done between Mr. Rosenbaum and 
Mr. Casey. 

Mr. FLanaean. Did you have any part in those arrangements ? 

Mr. Duptey. I may have sat in on them. I was not empowered as 
an employee of the Rosenbaum firm to enter into retainer arr ange- 

ents with other counsel. 
| ‘a FPLanaGan. Well, did you suggest to the Rosenbaum firm that 
they might go to see Casey? Or in the altern: itive, did you suggest to 
Casey that he might retain the Rosenbaum firm ? 

Mr. Duptey. Well, I don’t recall making any suggestion, but I 
would assume that I was the connecting link by which the arr: ange- 
ment eventually was worked out. Because, as I recall it, prior to my 
tssociation ap the firm of Goodwin, Rosenbaum & Meacham, I 

it think Mr. Casey and Mr. Rosenbaum had met 
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Mr. Fianacan. At that time, namely, in the summer or early fall 
of 1947, were you an employee or a partner in the Rosenbaum law firm ? 

Mr. Duptey. I think I was in a sort of a junior status, the status of 
employee. 

Mr. Fuanagan. And you were paid a salary, I assume?! 

Mr. Duptey. No, I was not paid a salary. I was on a sort of a spe- 
cial case arrangement. I had no salary. My e ompensation depended 
on the work that I did, what cases were brought into the firm, and the 
amount of fee involved, and a number of other factors. 

Mr. FuanaGan. Was there any general arrangement you had with 
the Rosenbaum firm with regard to the percentage of Maritime Com- 
mission cases which you would get ? 

Mr. Dupuey. I think that each case was probably decided unde1 
the circumstances of that case. 

Mr. Fuanacan. Were you the only member of the firm that was 
handling cases in connection with ship sales at the Commission ? 

Mr. Duptey. V irtually, yes. I don’t think that anybody else han- 
dled any down there. 

Mr. FLanaGan. Would it be correct to say that as far as the Rosen- 
baum firm was concerned, you were the man that specialized in mat- 
ters before the Martime Commission, at least with regard to the pur- 
chasing of surplus ships? 

Mr. Duptey. Well, let’s put it a little differently. 

Let’s say that I spent a substantial amount of time in connection 
with that in the year of °47 and the first part of “48. 

Mr. Fuanagan. And after your firm was retained by the American 
Overseas Tanker Corp., were you then designated to handle the legal 
and other matters that might come up with regard to AOTC? 

Mr. Duprey. Yes, sir. 

Mr. FLanaGan. Was there anyone else in the firm that was desig- 
nated to help or assist you in this matter ? 

Mr. Dupxiey. I don’t think that there was. 

Mr. FLANAGAN. a you alone were to handle the legal and other 
aspects of the AOTC case; is that correct ? 

Mr. Duptey. Well, I was to do it under the general supervision of 
Mr. Rosenbaum, who was a member of the firm. 

Mr. Fianacan. I believe the record will show that your law firm, 
or the Rosenbaum firm, with which you were then associated, was gen- 
erally paid a legal fee of approximately $40,000 by AOTC. Do you 
recall that ? 

Mr. Duprey. Yes, sir. 

Mr. Fuanacan. And I think the record also shows that you received 
$10,000 of this $40,000 legal fee. , 

Mr. Duptey. That is correct. 

Mr. FLaAnaGAn. Can you tell the committee in substance what legal 
work was performed by yourself or the firm for this $40,000 fee ? 

Mr. Duptey. I can tell you what I did. 

Mr. FLANAGAN, a 

Mr. Duptery. No. 1, I think I furnished the idea for American 
Overseas Tanker C wa not the specific formula which was used, but 
| think the idea of purchasing and chartering tankers came from me. 

No. 2, I think that we set up the cor poration. 

No. 3, I substantially handled the writing of the application. 

No. 4. I contacted probably from 20 to 30 people at various times in 
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iM the Maritime Commission in connection with its processing and subse- 
if quent action, 
rf Mr. Fuanacan. You say you furnished the idea. 
That was No. 1. No. 2, you set up the corporation ; namely, AOTC ¢ 
Mr. Dupiey. Yes, sir. 
e- Mr. Fuanacan. Asa matter of fact, that corporation was really set 
‘d up, Was it not, by the Corporation Trust Co. ! 
le Mr. Dupitey. That is right. 


Mr. Franagan. And you paid them what‘ A thousand dollars to 
ih do that ? 


n- Mr. Duptey. No, probably around $300. I don’t recall what fee 
there was. 
er Mr. Franacan. Were there any other legal aspects to setting up 
the corporation, other than those that were actually handled by the 
as Corporation Trust ¢ 
Mr. Dupxiey. I don’t recall any. 
n- Mr. Fuanacan. And you made up the first application for ships? 
Mr. Duptey. I think that I was responsible for drawing it up. 
n- Mr. Fuanacan. And did you make up amendment No. 14 
it- Mr. Duptey. No; I did not make up amendment No. 1. 
I'- Mr. Fiuaxacan. Then all you did was draw up tlie first appiication 


that AOTC made, for 20 'T-2 tankers? 
Mr. Dupuey. Yes, sir. 


on May I ask a question ‘ 

Mr. Fuanacan. Go ahead. 
an Mr. Dubey. Amendment No. 1% Was that the one that changed- — 
ral Mr. Fuanacan. Amendment No. 1, as I recollect, Mr. Dudley, is 


the one that changed the ownership from Panamanian to American. 
Mr. Dupiey. No, 1 did not make up that. 
ig- Mr. Fuanacan. Then the only application you recall making up was 
the first application, for 20 T-2 tankers / 
Mr. Duper. That is correct. 


er Mr. Fuanacan. And the ownership was to be taken in some Pansa- 
Manian corporation / 

of Mr. Dupiey. That is correct. In other words, that was exactly the 
formula which had been approved by the Commission in June. 

m, Mr. FianaGan. In the fourth, you said you made numerous con- 

N- tacts. Over what period of time did you make these contacts? Be- 

ou fore you answer that, 1 might show you what the factual background 


is. This application was made in August. The first ships were 
allocated in September of 1947. 
red With that bit of factual background, can you tell us approximately 
the period of time that you were contacting various officials at the 
Maritime Commission on behalf of the American Overseas ‘Tanker 
val Corp. 4 
Mr. Duptey. Well, I don’t recall. I was down there so much of 
the time in connection with this and other applications that it is 
a little hard for me to differentiate between the time I spent on Ameri- 
‘an can Overseas and the other applications. But I spent a great deal 
but of time down there, throughout that summer of 1947 and the fall of 
me, 1947, 
Mr. Franacan. Did your contacts go beyond the fall of 1947? 
Mr. Duprey. Yes. 
; in Mr. Fuanagan. As far as AOTC is concerned ? 
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T am only talking about AOTC now. 

Mr. Dupiey. Well, I don’t remember. I had a little something to 
do with ship selection of AOTC, but that was a fairly minor contri 
bution. 

Mr. Fianacan. Did Mr. Casey or anyone else connected with AOTC, 
to your knowledge, feel that your legal fee of $40,000 was excessive 

Mr. Dupuey. As far as I know, he never made any comment on the 
legal fee. 

Mr. FianaGan. Asa matter of fact, you first billed him for $50,000 ; 
did you not? 

Mr. Duptey. It is my understanding that was done; yes, sir. 

Mr. Fuanacan. And they settled for $40,000? 

Mr. Duptey. Yes, sir. 

Mr. Fuanacan. Can you tell the committee how you happened to 
get $10,000, or one-fourth of that fee ? 

Mr. Duptey. Well, by negotiation with Mr. Rosenbaum. 

Mr. Fianacan. Do you know how Mr. Casey happened to get 
percentage of that fee? 

Mr. Dup.tey. No; I don’t, other than what I have recently heard. 

Mr. Fianacan. He also got $10,000? 

Mr. Duprey. That is my understanding. 

Mr. Fuanacan. Did you not have any discussion with Mr. Casey 
concerning the fact that he was going to get 25 percent of that $40, OOK 
fee ? 

Mr. Duptey. I can’t recall whether I had a discusison with him o: 
not. I suspect that I knew it, since there were no secrets particu 
larly between us, but I have no present recollection of a specific dis 
cussion with him as to getting that. 

Mr. Fuanacan. Isn't it likely that you, as his brother-in-law, and 
as the representative of the Rosenbaum firm, who handled this case, 
would probably have some discussion with Casey concerning the pay 
ment of $10,000 to him? 

Mr. Duprey. I think that is likely; yes, sir. 

Mr. Franacan. Did you recommend to Mr. Rosenbaum or any 
other of the senior partners that they pay Casey $10,000 of this fee o1 
any amount of it? 

Mr. Duptry. No; Iam sure I didn’t make any recommendation on 
way or the other. 

Mr. Fuanacan. You left it entirely up to Mr. Rosenbaum ? 

Mr. Duprey. Well, Mr. Casey and Mr. Rosenbaum were pretty good 
at settling these matters between them, and at that time I had been in 
the firm a relatively short period of time, and I don’t think I woul: 
have undertaken to suggest a formula for sharing fees of that nature 

Mr. Fianacan. With regard to your contacts at the Maritime Com 
mission on behalf of your AOTC client, were you in the habit of con 
tacting the individual Commissioners ? 

Mr. Duptey. I did on some occasions; yes, sir. 

Mr. Fuanacan. With which of the individual Commissioners dic 
you have the greatest number of contacts? 

Mr. Duptey. I think I had about the same contact with them a! 

Mr. Fuanacan. With all five Commissioners ¢ 

Mr. Duptey. I think so. 

Mr. FuanaGan. What other officials of the Commission did you 
contact quite frequently in connection with this matter ? 
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Mr. Duptry. Well, people in the Ship Sales Division. 

Mr. Franacan. Who were they‘ 

Mr. Dupiey. That would have been Mr. Pimper, Mr. Rourke, ana 
others there whose names I don’t recall. 

Mr. Fianagan. At any time prior to the actual allocation of ships 
to AOTC, did any of the Commissioners or other officials of the Com- 
mission indicate that they would act favorably upon an application 
of that company ? 

Mr. Duptxy. Did any Commissioner ever indicate to me that the 
Commission would act favorably upon the AOTC application! I 
have no recollection of anyone ever suggesting that to me. 

Mr. Fianacan. Why did you contact them? What were the pur- 
poses of your contacts ! 

Mr. Duper. Well, sir, I think you will have to understand, if I 
may elaborate a little bit 

Mr. FuanaGan. Go ahead. 

Mr. Duptry. As to the nature of the United States Maritime Com- 
mission in the summer of 1947. You had a body of Commissioners, 
five in number, each of whom had assistants, administrative assistants. 
You had a secretary with whom applications were filed. You had 
a Ship Sales Division, consisting of a number of people who assisted 
in coordinating the processing of applications for sales of surplus 
ships. Then you had various other divisions—Legal, Vessel Opera- 
tions, and Finance—all of whom had to work on the applications as 
they were processed. I believe that Ship Sales would refer the appli- 
cations to these other branches of the Commission and they would 
make comments on them and refer them to the Ship Sales Division. 

Then the remarks of the staff would be summarized and a recom- 
mendation made by the Ship Sales Division to the Commission. 

Now, that, in terms of numbers of people, probably involved any- 
where from 20 to 30, if not more, people. 

One of the problems that all ship applicants had to contend with 
was that, first of all, because of the cut in the appropriations of the 
Maritime Commission, they were, I think, considerably understaffed, 
at least in this particular field, and they all had or seemed to have 
more work than they could physically handle. In addition, you had 
a tremendous number of applicants piling in there, and so, for vir- 
tually everybody you wanted to see you had to sort of stand in line 
or sit outside his door and take your turn. It just took a lot of time 
to see a large number of people. And the further up the ladder you 
vot toward the Commission, the more difficult it was to get appoint- 
ments and to present your arguments. 

Part of the thing was trying to just “dog” the application along, to 
keep it going, to walk up and down the halls, to try to see people in 
the halls or in their offices, (1) so that they wouldn't forget you, and 
(2) to get them to act, and to try to get them to act favorably on your 
application. p 

_Mr. Franacan. Would it be fair to say that the administrative 
situation down there at that time was a little bit confused ? 

Mr. Duptey. I think so; yes. 

Mr. Franacan. And that you were going in and out of the Com- 
mission in order to make sure that your application stayed in line 
somewhere ? 
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Mr. Duptey. Well, that was one of the problems you had to contend 
with; yes, sir. 

Mr. FLanacan. Why did you not, after you filed the applicatio: 
as you do in many departments, just throw it into the hopper and 
wait for nature to take its course, as it were? 

Mr. Duptey. Well, I don’t know whether it would have been lost 
in the shuffle or not. 

Mr. FuanaGan. You were afraid it would be lost in the shuflk 
were you not ‘ 

Mr. Duprey. Yes; because I think the situation administratively 
Was somewhat confused, and it is conceivable that they wouldn’t have 
been put in one end and come out the other end in the same order they 
went In. ; 

Mr. Franacan. It was also possible, was it not, that based on your 
application you might put it in one end and it wouldn't come out at 
all ¢ 

Mr. Duprey. Well, I can give you a specific example, Mr. Flana- 

gan. For example, in connection with the United States Petroleum 
C arriers application, that was put in, I think, in Se ptember of 1947, 
There was a provision, as I recall, which required the Commission to 
act upon applications—let me rephrase that. 

There was a provision, as I recall, in General Order 60 stating that 
applications filed in one calendar month would have a priority or 
preference over those filed in subsequent calendar months. 


Nevertheless, in spite of that, there were applications filed by other 
claimants in October of 1947, which were acted upon favorably prior 


to any consideration by the Commission as far as I could learn of the 
United States Petroleum Carriers application, which had been filed 
in’a previous month. So that is one of the things in connection with 
all applications that I tried to do—to keep them going so that the) 
didn’t get waylaid on somebody else’s desk. 

Mr. Franacan. That is just another illustration, is it not, of 1 
confusion that existed in the Commission at that time in dealing with 
these very expensive ships? 

Mr. Duptey. Yes, it is a condition which may have been brought 
about by overwork, by a tremendous volume of work which they may 
not have anticipated. 

Mr. Franacan, Our work does show, Mr. Dudley, that sometime 
in 1948, Mr. Casey gave you 150 shares of AOTC stock and 300 shares 
of Greenwich Marine stock. It also shows that you eventually sold 
that stock for approximately $42,000. 

Mr. Duprey. That is correct. 

Mr. FLanaGan. Can you tell the committee the conversations or the 
circumstances under which Mr. Casey made you a gift of this stock 

that turned out later to be so valuable ? 

Mr. Duptey. My recollection is that he telephoned me sometime in 
the spring of 1948 and said that he was going to give me 150 shares 
f American Overseas Tanker Corp. stock and 300 shares of Green- 
wich Marine Corp. stock; that he was making a gift of it; that he 
vas allowing Mr. Rosenbaum to have the same amount of. stock: 
and that he was asking Mr. Rosenbaum to pay $1,500 for the stock. 

I think he asked me not to disclose that mine was a gift and that 
Mr. Rosenbaum’s was a sale at the same price—— 

Mr. Franacan. Did he say to you why he was giving you that stock! 
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Mr. Duprey. No; I don’t recall that he said that. 

Mr. Fuanacan. He just presented you with 450 shares of stock, and 
made no comment as to why he was giving it to you? 

Mr. Duper. He said that he was going to, but he didn’t give me 
the certificates at the time. I don’t recall that he gave any 
explanation. 

Mr. FLANAGAN. a you ask him for that stock or for any stock? 

Mr. Duptey. No: I did not. 

Mr. Fuanacan. But the motivating force behind it was entirely 
Mr. Casey ¢ 

Mr. Duptey. Yes, sir. 

Mr. Fiuanacan. Did he say to you that it was out of appreciation 
for all you had done in bringing this idea to his attention, and so on? 

Mr. Duper. If he did, I don’t recall it. 

Mr. Franacan. Why did he say he was giving a like amount of 
stock to Mr. Rosenbaum, your law associate / 

Mr. Dupuery. I don’t think he explained why. I think he merely 
said that he was. 

Mr. Franacan. Why did he say not to tell Rosenbaum that he was 
going to give you the stock and he was going to charge Rosenbaum 
$1,500 for a similar amount ? 

Mr. Duptey. Well, I suspect that he may not have wanted Mr. 
Rosenbaum to know that in my case it was ; gift and that in his case 
it was a sale at the same price that he, Mr. Casey, had to pay for it. 

Mr. Fuanacan. He did not give any a. reason to you as to why 
he was giving that stock to Rosenbaum ? 

Mr. Duptery. I don’t recall that he gave any reason at all. It was a 
short telephone conversation, as I recall it, in which he merely said 
he was going to give it to us. 

Mr. Franacan. Did you have any subsequent conversations with 
Mr. Casey as to why he gave this stock to Rosenbaum / 

Mr. Dopey. I don’t recall any ; no, sir. 

Mr. Fuanacan. Have you never had any others? 

Mr. Duptey. As to why he gave the stock to Mr. Rosenbaum / 

Mr. Fuanacan. Yes. 

Mr. Dupiey. I don’t reeall any ~ h conversation. 

Mr. Fuanacan. Referring to Mr. Casey’s testimony before this sub- 
committee on February 19 on page 8536, I had asked Mr. Ca sey why 
he had sold Mr. Rosenbaum’s stock, and in reply he said: 

I think that there was, as I remember it, some discussion. There was in my 
brother-in-law’s contract an agreement that he would divide whatever he got 
outside of the firm with the firm, and I think there was a discussion with respect 
tothat. I recognized it and sold to Rosenbaum. 

Now, had you told Mr. Casey that there was some kind of an agree- 
ment you had with the firm that you had to share what you got out- 
side of the firm with the firm 

Mr. Dupiey. The only conversation that might have had anything 
to do with that, as I recall, Mr. Flanagan, was in ers with a 
case involving another Government agency, which Mr. Casey had had. 

He asked - to work on it, which I did. We were successful in the 
venture. Mr. Casey was paid a legal fee, and he paid a portion of it 
tome. I ai my portion and discussed with Mr. Rosenbaum the dis- 
position of it. 
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You see, since I was there in a junior capacity and on an individual 
case basis, and I worked on this case using the firm telephone, firm 
stationery, the firm secretarial service, and so on, he was entitled to 
some portion of my fee from that case. I can’t remember what per 
centage we agreed upon, but I recall making a comment to Mr. Casey 
afterward as to what portion of that fee Mr. Rosenbaum w a. 

Mr. Fuanacan. W rell, did you tell Casey in effect, “Now, Mr. Casey, 
if you give me this stock, this AOTC and Greenwich stock, Mr. a 
baum is going to also want some of this stock” ? 

Mr. Dupuey. No, I didn’t make any comment like that to him, 
I am sure. 

Mr. Fianacan. Because I can well understand that you as an as 
sociate, or junior partner, even a partner in a law firm, might be ex 
pected to share in legal fees with your partners or associates. Dut 
this was a stock transaction. It was not part of a legal fee. It was 
a gift—a gift of stock, a business transaction. And what I am trying 
to find out is what you might have told Mr. Casey that gave him the 
idea that he should also give some stock to Rosenbaum. 

Mr. Duptey. Well, the only explanation I can offer, and I can‘ 
go inside Mr. Casey’s mind to determine what his motivations were, 
but I suspect that he knew that I was a member of the firm and pe: 
haps for the sake of harmonious future relationships that I could 
anticipate at that time he wanted to treat Mr. Rosenbaum basicaly 
on the same plane as he had treated me. 

Mr. Fianacan. Mr. Dudley, who was the representative of your 
law firm that handled most of the legal and other work in connectio 
with the acquisition of tankers for the United States Petroleum Ca: 
riers ¢ 

Mr. Duptey. I was. 

Mr. Fruanacan. It appears from the records of the firm and fron 
testimony that Mr. Rosenbaum gave before this subcommittee that 
United States Petroleum Carriers paid a legal fee of $100,000 
the firm. 

Mr. Duptry. That is correct. That is my understanding, anyway, 
yes. 

Mr. Firanacan. And that was based on $25,000 a ship? 

Mr. Duprey. Yes, sir. 

Mr. Fianacan. And that that $100,000 fee was divided three ways. 
$25,000 to Casey, $25,000 to yourself, and $50,000 to the firm. Is that 
correct ? 

Mr. Duprey. No; I think it was $33,000 each, as I recall it. 

Mr. FianaGan. One-third to Casey, one-third to you, and one-third 
to the firm ? 

Mr. Duptey. That is my recollection; yes sir. 

Mr. Franacan. Why did you get such a large amount of the 
large fee? 

Mr. Duprey. By negotiation with Mr. Rosenbaum. 

Mr. Fianacan. In other words, you got as much as the whole firm 
got ? 

Mr. Dupiry. Yes. But you see, I was on a completely contingent 
basis. That $33,000 was a lot of money, but in connection with 
these transactions, they involved a great ‘deal of money, and so the 
amount of legal fees paid, while it is large in terms of dollars and 
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cents, is not large particularly in terms of the amount of money in- 
volved in the transaction. I did not set the fee, as I recall it, but I 
certainly negotiated with Mr. Rosenbaum to get as large a share 
of it as I could. 

Mr. Fianacan. Do you know why Casey was able to get one- 
third of that fee? 

Mr. Duprey. Well, as I recall it, he did some work in connection 
with United States Petroleum. 

Senator Nixon. Did you bring business into the firm in this instance ? 

Mr. Duprey. No; I wouldn't say so. I would say in respect to 
American Overseas, that was probably brought in by me, since the 
idea originated with me, and I passed it on to Mr. Casey. So it 
might be said that I brought that business into the firm. 

With respect to United States Petroleum, I don’t think so. 

Senator Nixon. And would that be an instance in which business 
was brought into the firm by Mr. Rosenbaum, and you were assigned 
to the case ¢ 

Mr. Duptey. I think that is essentially it, Senator. United States 
Petroleum, of course, was a corporation the stockholders of which— 
I was one of the stockholders and directors. It was formed after 
conversations which I had and Mr. Rosenbaum had. I don’t know; 
it would be kind of hard to say exactly who was responsible for 
bringing in the business of United States Petroleum. 

Senator Nixon. Who was the primary person in the firm? That 
isthe point. Who dealt with that particular case? 

Mr. Duptey. Well, let me explain it ne way. The primary person 
in the firm for making financial and fee arrangements was Mr. Rosen- 
baum. In connection with the work of the Maritime Commission, I 
think that I handled most of that. 

Senator Nixon. Did you do the major part of the work in the 
United States Petroleum case ? 

Mr, Duptey. Yes; I think so. 

Senator Nixon. Mr. Rosenbaum was not particularly familiar with 
that type of business anyway. I think he testified to that. That is, 
at least with the paper work side of it. 

Mr. Duprey. Yes. I think that is right. 

Senator Nixon. You did the major part of the work? 

Mr. Duptey. Yes, sir. 

Senator Nixon. I am just trying to get at why your cut of the fee 
was what it was. 

Mr. Dupiey. I think it is correct that I did the major portion of the 
work, was responsible for the major portion of the contacts at the 
Maritime Commission. 

Senator Nixon. And you were also one of the members of the—I 
mean, you were also connected with the client ? 

Mr. Duprey. That is correct. 

Senator Nrxon. In a stockholding capacity ? 

Mr. Duprey. Yes, sir. 

Senator Nrxon. That is all. 

Mr. Franacan. Actually, Mr. Dudley, when this fee of a hundred 
thousand dollars was paid to your firm, that was not paid in propor- 
tion to the amount of legal work you would do, but it would be paid 
contingent on the success you would have in getting the ships? Was 
that not it? 
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Mr. Duprey. Certainly there was an element of contingency in 
there, because had we gotten no ships allocated and the ships had not 
been actually purchased, and title had not passed from the Commission, 
1 am sure there would have been no legal fe e, 

Mr. FuanaGan. Do you not think that that was probably the big- 
gest consideration in paying out a fee of $100,000, namely, the getting 
of the ships / 

Mr. Duptey. Yes; I think perhaps that is true. 

Mr. FuanaGan. You were also, as I understand it, a stockholder jin 
United States Petroleum, Carriers, were you not ? 

Mr. Dupitey. Yes; I was. 

Mr. Fuanacan. Mr. Dudley, I believe the record will show that you 
originally purchased 250 shares of United States petroleum stock 
$2 ashare. Is that correct? 

Mr. Duprey. Yes, sir. 

Mr. FuanaGcan. Five hundred dollars. 

Mr. Duptey. Yes, sir. 

Mr. Fuanacan. And that Admiral Bowen also purchased 250 shares 
for $2 a share, or $500, 

Mr. Dup.ey. Yes, sir. 

Mr. Fuanacan. Who is Admiral Bowen? 

Mr. Duptey. Admiral Harold G. Bowen is a retired United States 
naval officer who is, as I understand it, still a director of United 
States Petroleum. He is, I believe, head of the Thomas A. Edison 
Foundation. 

Mr. Fianacan. Will you speak a little louder ? 

Mr. Duptey. He is head of the Thomas A. Edison Foundation, 
which is a scientific research foundation in New Jersey. 

During his Navy experience, I think that he had a great deal to do 
with the development of higher pressure steam boilers, so that our 
Navy could travel farther and faster from its bases than any a 
Navy in the world. He was primarily an engineering admiral, 
opposed to a deck admiral. 

Mr. Fuanacan. Did he have anything to do with the Maritime Com- 
mission / 

Mr. Duptey. No; I don’t think he ever had anything to do with 
that. In his capacity, or in one official capacity during the war, 
I think he ran a great many plants that were t: aken over by the — 
ernment when they weren’t properly managed. But I am quite cor 
fident. that he had nothing to do with the Maritime Commission. 

Mr. Fuanacan. My recollection is that you purchased this stock 
on September 27, 1947, right about the time the cor poration was set up. 

Mr. Duptey. I think that is correct. 

Mr. FLanacan. At some later date you also purchased the 250 shares 
from Admiral Bowen, did you not? 

Mr. Duptry. Yes, sir. 

Mr. FranaGan. What date did you purchase those? 

Mr. Duprey. I suspect it was toward the latter part of December 
or early part of January. 

Mr. Firanacan. January 7, wasn’t it, 1948? 

Mr. Duptry. No: I think that was the date I sold it to Berenson. 

Mr. Fuanacan. What date did you purchase from Bowen? 

Mr. Duprey. Some time prior to that. 

Mr. Franacan. How long? 


Mr 
Mr 
you | 


Bow 
a col 
M 
M 
M 
M 





SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 261 


Mr. Duptry. Within a couple of weeks. 

Mr. Fuanacan. About 2 weeks prior to the 7th of January 1948 
‘ou paid Admiral Bowen $7,500 for his stock ¢ 

Mr. Duptry. No: I agreed to pay him. 

Mr. FianaGan. You agreed to pay him $7,500? 

Mr. Duprey. Yes, sir. 

Mr. Fuanacan. And on January 7, 1948, you turned around and 
sold that same stock for $62,500, or agreed to sell it for that amount ‘ 

Mr. Dupiey. You mean Bowen stock / 

Mr. FLanacan. Yes. 

Mr. Duptry. Well, I agreed to sell the whole stock for $125,000. 
And half of that, if vour calculation is correct, would be $62,500; 
yes, sir; to be paid over a period of 5 years also. 

Mr. Franxacan. At the time you bought that stock for $7,500 from 
sowen, did you know you would be able to sell it at that large profit 
a couple of wee ‘ks later / 

Mr. Dupiey. I think I had a pretty good idea I would. 

Mr. Fuanaéan. Did you tell Bowen that ¢ 

Mr. Duprey. I think I did. 

Mr. Franacan. Why did he agree to sell you the stock for $7,500, 
when he could have heid it for 2 weeks and sold it for $62,500 4 

Mr. Duprey. Well, because an arrangement was worked out whereby 

Mr. Bowen would stay on, I believe, at a salary of 82.500 a year as 
chairman of the board and a director of the cor poration. 

Senator McCartuy. $2.500 a year? 

Mr. Duprey. Yes, sir; $2,500 a year. As far as I know, he is still 
employed in that capacity. Also, the obligation to pay Mr. Bowen 
was one of my own. He has been paid four of the five installments of 
$1,500 each. Admiral Bowen, as I recall it, felt that he had not made 
as large a contribution to the project as he had hoped, by reason of 
the press of other duties. I think that the amount paid was a fair one. 

Mr. Franacan. In any event, on January 7, 1948, you entered into 
an agreement with one Robert L. Berenson to sell him all of the stock 
that you then owned in United States Petroleum Carriers, which 
amounted to 500 shares. You sold it to him or agreed to sell it for 
S125.000. 

Mr. Duprey. Yes, sir. 

Mr. Franacan. And I have here a photostatic copy of that agree- 
ment, which we will place in the record. Will you take a look at that 
agreement and identify it as the actual agreement / 

Mr. Duptry. I think this is a correct copy of the agreement. 

Senator Hory. This will be marked “Exhibit No. 26” and placed in 
the record. 

(The agreement referred to was marked “Exhibit No. 26,” and will 
be found in the appendix on p. 697.) 

Mr. Franagan. Are we right in assuming, then, that on that day, 
January 7, 1948, you did deliver this stock in accordance with this 
agreement to Berenson 

Mr. Duprey. I either delivered it then or very shortly afterward. 
I think the stock was taken by one of the men going to New*York to 
Mr. Berenson. 

Mr. Franacan. And you were to be paid in five annual installments 
of $25,000 each ? 

Mr. Duptey. That is correct. 
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Mr. FuanaGan. And on that day, according to the agreement of 
January 7, you received the first $25,000 ? 

Mr. Duptey. I believe so; yes, sir. 

Mr. Fuanacan. And since that time, you have received an addition 
$25,000? 

Mr. Duptry. Well, my recollection is that we received the payme) 
of 10 and then 15, a total of 25. 

Mr. Fianacan. You are still $75,000 due on that transaction. 

Senator Munpr. Before we get away from Admiral Bowen, how 
long had Admiral Bowen held this stock that he sold ? 

Mr. Duptry. Well, let’s see. He would have held it from approx 
imately September 27 to the end of December of 1947. 

Senator Munpr. Of the same year? 

Mr. Dunptey. Yes, sir. 

Senator Munpr. About 4 months? 

Mr. Duptey. Four months or a little less, I guess. Less than 
months. 

Senator Munpr. I was not quite clear as to your understanding of 
what inducement there was for Admiral Bowen to sell stock value: 
at $62,500 for $7,500. It did not seem to me sufficient to learn of the 
fact that he was going to get a $2,500 a year job. He might hold that 
job for 20 years : and not split even, as it seems to me. 

Mr. Duper. Well, not necessarily, sir. I think if we examine the 
amounts of money Admiral Bowen has received and compare then 
with what I have received over a period of years, they are about the 
same. Soon that basis, I would not say Admiral Bowen has come out 
disadvantageously. 

Senator Monor. Will you explain that in detail? I cannot jus t 
understand it. All I have before me is the fact that he sold this 
stock “ea $7,500, which shortly after that became worth $62,500, and 
counsel asked you why he would do that, and you said it was in orde: 
to get a job at $2,500 a year. 

Mr. Duptey. I suspect Mr. Flanagan is going to go further into tly 
breakdown of the proceeds of the stock. 

Senator Munpr. That will clarify my question, then. 

Mr. FuanaGan. In order to try to further clarify the stock trans 
action, I have here an agreement on the stationery of Goodwin, Rose: 
baum, et cetera, dated April 15, 1949, signed by yourself. The agree 
men in effect says that for your 500 shares of stock the payments that 
are due after the roy payment will be divided as follows: $1,500 to 

Admiral Bowen; $5,800 to Casey ; $5,800 to Dudley ; and $11,800 to the 
law firm of Geaekn: Rosenbaum, Meacham & Bailen. 

Now, do you recall making this agreement to distribute your stock 
on April 15, 1949? 

Mr. Duptey. I recall the writing of the letter, which was to have 
something for purposes of the record, which would show the dispo 
sition of the proceeds of any payments to be made; yes, sir. 

IT don’t recall whether there was an agreement. at the time. If | 
recall the communication, I think it was addressed to the firm, and 
I think # was also addressed to Mr. Casey. 

Mr. FuanaGan. That is correct. In other words, breaking this 
agreement down, after you had this stock, this 500 shares, we then find 
you end up with about 20 percent of the stock, Casey ends up with 
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about 20 percent of the stock, and the other roughly 60 percent goes 
to the law firm. 

Mr. Duprey. Roughly, that is right. 

Mr. Fuanacan. That is roughly, leaving out Bowen’s small share. 

Mr. Dupiry. Yes. 

Mr. FuanaGan. Why did you enter into that agreement ! 

Why did you give your stock away ? ; 

Mr. Duptry. Well, because I was working in the firm, where this 
business had been created. I was looking toward a satisfactory and, I 
hoped, enduring relationship with the other members. And it was 
arrived at, I think, by negotiation with Mr. Rosenbaum and Mr. 
Casey. 

Mr. Franagan. What did Casey have to do with the Rosenbaum 
firm. Why did you negotiate with Casey? 

Mr. Duprey. Well, he had made certain contributions to the success 
of the venture, and I felt that it was a wise thing to do. 

Mr. Franacan. What? What contribution had he made to the 
success of this venture ? 

Mr. Duptry. I believe that he had contacted various people in the 
Maritime Commission to try to get the ships allocated. 

Mr. Fuanacan. Whom did he contact? 

Mr. Duper. I don’t know. I believe the Commissioners, and 
probably some of the staff. 

Senator Munpr. Had he not received $33,000 for those contacts? 

Mr. Duptey. He had been paid that; but I had to. 

Senator Munpr. Casey had been paid a third for the contacts he 
made with the Commissioners ¢ 

Mr. Duptey. That is correct. He shared one-third of the fee. 

Mr. Firanagan. The legal fee. 

Mr. Duptey. Yes, sir. 

Senator Munpr. What had he done additionally to get this extra 
20 shares of stock? 

Mr. FLanaGan. Twenty percent of the stock. 

Mr. Duprey. I think it amounts to a little more than 20 percent. 
1 don’t know as there is anything he did in addition. I think he made 
a measurable contribution to the venture, and that is why he received a 
portion of the proceeds from the sale of the stock. 

Mr. Franacan. Would the fact that Casey allowed you and Mr. 
Rosenbaum to cut in on his stock in AOTC have anything to do with 
your allowing him to cut in on your stock with United States Petro- 
leum Carriers? 

Mt. Duprey. There was certainly no understanding or swap or 
exchange. 

Mr. Franacan. Whether there was any understanding or not, did 
that have anything to do with it? 

Mr. Duprey. No; I do not think so. 

Mr. Firanaaan. That did not enter into it at all? 

Mr. Duptey. No; I do not think so. Mr. Casey may have had that 
in mind in making the gift of American Overseas and Greenwich 
Marine stock to me. 

Mr. Franacan. What did you have in mind in making a gift of 
this stock to him ? 

Mr. Duptey. It wasn’t a gift of the stock. It would be a sharing 
of the proceeds. 
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Mr. Fuanacan. Well, call it what you will, when the stock was sold 
you gave him part of the proceeds. 

Mr. Duptey. Yes, sir. 

Mr. FLANnaGan. a hat was in your mind when you made this sub 
stantial gift to Mr. Casey ? 

Mr. Duptey. I cae rec ‘all exactly what was in my mind. 

Mr. Fuanacan. You made the gift? 

Mr. Duprey. Yes; that is right. Certainly. 

Mr. FLranacan. Do you not now recall why you gave Casey $5,800? 
That was what it amounted to at the time you made it. And it has 
umounted to more since, and it still will amount to even more, yet. 

Mr. Dupiey. My answer is that I believe that he made a contribu 
tion to the venture. And, as such, he was entitled to a share in the 
proceeds. 

Mr. Fiuanacan. Well, as Senator Mundt ponntnd out, here you ee 
a working lawyer. You have already paid Casey $33,000 for his leg 
contribution, for at least legal fees, and now you, a some reaso 
make an additional gift of over 20 percent of your total stock holdings 
to Casey. The question is: Why! Can you explain to the committee 
why! What was in your mind when vou made the substantial gift to 
Mr. Casey ‘ 

Mr. Duptey. I don’t know as I can add further to what I have al 
ready said, which is that I felt that he had made a contribution to the 
success of the United States Petroleum venture and was entitled to 
a share of the proceeds. 

Mr. Franacan. Why did you give almost 50 percent of vour stock 
to the law firm / 

Mr. Duptey. I think that was again a matter of negotiation with 
Mr. Rosenbaum. 

Mr. Fuanacan. Did Rosenbaum demand part of that stock ¢ 

Mr. Duptey. No: I don't think in all my relationships with M: 
Rosenbaum he ever demanded anything. 

Mr. Fuanacan. Did he indicate that he wanted it ? 

Mr. Duptey. I think in our negotiations certainly he must have 
indicated he wanted that percentage. Otherwise we never would hay 
arrived at it. 

Mr. Fuanacan. Who initiated the original idea? Did it come from 
you. or from Rosenbaum, or some one In the firm / 
~ Mr. Duptey. Well, I don’t know as there was—I don’t recall how 
it was initiated. But you see, when you are working together in the 
same oflice building ona day-to-day basis and discussing problems as 
they arise, there is a lot of exchange of ideas and suggestions, and out 
of suggestions grow these things. And to answer the question as to 
who initi: ated the request is a question which here, in 1952 in Mare! 
I cannot answer accurately. 

Mr. Fuanacan. When did you make these gifts of the interest in 
this stock or the results of the sale of the stock to Case y and to t] 
Rosenbaum firm 4 

Mr. Dupiey. I reached the understanding with respect to the 
position of proceeds some time following the sale of the stock. 
least, it was around that period of time. 

Mr. Fuanacan. You sold the stock on January 7, 1948? 

Mr. Duptey. Yes, sir. 

Mr. Franacan. Now, after you sold the stock, some time after, | 
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say, you then decided to give part of it, or part of the proceeds, of 
the sale, to Casey and to your firm? 

Mr. Duptey. Well, let me say it this way. I cannot recall exactly 
sane the decision was made, but it was probab ly either shortly be fore 

, more likely, shortly subsequent to January 7, 1948. 

ie. FLANAGAN. Did you pay a gift tax on these gifts?) What is the 
gift tax? $5,000? Or $1,000, I guess it i 1S. Anything over a thousand, 
I think you og ave to file a gift tax return on, do you not ? 

Senator McCarrny. I believe it is $3,000. 

Mr. Fuanacan. These are all over at least the minimum amount. 

Mr. Duptry. I am not familiar with what the gift tax laws are. In 
any event, I did not file a return. I never considered it a gift, 
partic ‘ularly. 

Mr. FLanaGan. Now you say you did not consider it a gift. 

Mr. Dupuey. I considered it a sharing in the proceeds of the sale 
of some stock. I certainly never even heard of the suggestion before 
this moment now, that it was a transaction which should require the 
filing of a gift-tax return. 

Mr. Franacan. Well, you referred to it as a gift. 

Mr. Dupiry. Well, you know, when you sit down here and get a 
lot of questions fired at you, you do your best to answer them to the 
best of your ability, and perhaps you do not always convey what you 
mean. And I don’t know whether I meant it in terms of a gift, which 
isa gift coming under the internal revenue laws, or not. I would have 
to make a study of that. 

Senator McCarruy. Let me ask you this, if I may. Beginning 
with when you got the money, did you treat it as income in your 
income-tax return? Did you pay tax on it? 

Mr. Duptey. No. I paid a tax on a portion of that, that came to 
me. 

Senator McCarruy. On the $5,800 which you gave to Casey, did 
you pay any tax, as income? 

Mr. Duptry. My recollection is that I did not; that the only portion 
that I treated as income was that portion which I ke »pt. 

Senator McCarruy. So then you did not consider it as a gift? Or 
you did not consider that you ever owned that $5,800, did not consider 
that it was ever yours? 

Mr. Duprey. [ think that is correct, Senator. 

Senator McCarruy. You considered that as Casey’s money ail 
along ? 

Mr. Duptry. Yes, sir. 

Senator McCartny. So that when you said you considered it a gift, 
in answer to Mr. Flanagan’s question, you were confused, or your 
memory was bad, or something. 

Mr. Dup.ey. Yes, sir. I appreciate your help in straightening 
me out here. Sometimes I get a little confused. 

Senator McCarruy. I am looking at this transaction, and I am 
not too sure that I am straightening out all the people who are in 
volved in it. 

Mr. Duptey. Well, it is a complex one, and that is perhaps why I 
have difficulty with it, too. 

Senator McCartny. Thank you. 

Mr. Flanagan, may I ask you this? I have not been here all through 
the entire hearings. I have been up at the McCarran hearings part 
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of the time, for fear that my friend Lattimore would miss me othe: 
wise. And I do not like to repeat what has been covered before. So, 
therefore, I ask: Has this lawyer or Mr. Rosenbaum been questione« 
on who thought up the novel arrangement set forth here in chart 
No. 1? 

Mr. Fianacan. Mr. Dudley testified on that subject today and 
indicated that the original germ of the idea which later worked out to 
be what it was, was conceived or brought to the Casey group by Mr. 
Dudley 

Senator McCarrny. If I get into too much repetition of what y: 
have already covered, stop me. 

Let me ask you this, Mr. Dudley. There seems to be a rather w 
usual set-up that someone figured out insofar as having the American 
Overseas Tanker Corp. buy the ships, and then having the same stoc! 
holders form a new corporation down in Panama, ne having all of the 
assets of the American Overseas Tanker Corp. transferred to the 
Panama corporation by means of a release in order to avoid tax 
Could you tell me what lawyer thought up this original set-up? 

Mr. Dupiey. Well, as I explained earlier in my testimony, Senato: 
the first—— 

Senator McCarrnuy. Before you answer that, see if I have this 
ee ig in mind. The American Overseas Tanker Corp. was formed 

yy the same man who formed the Greenwich Marine Corp. ? 

Mr. Duptey. That I don’t know. I have no information on who 
formed Greenwich Marine. 

Senator McCarrny. Well, in any event, you have the same stock 
holders in both corporations; is that right ‘ 

Mr. Duptey. That is my understanding, that there were identical 
stockholders in both corporations. 

Senator McCarriry. And the shipping was leased to the Greenw 
Corp. at 88 cents per hundredweight ? 

Mr. Duprey. Per deadweight ton per month. 

Senator McCarruy. Yes. And then released to the Panama Trans 
port Corp. at $2.20? 

Mr. Duptey. Yes, sir 

Senator McCartuy. The only purpose of having that intermediate 
corporation, the Greenwich Marine Corp., was for the purpose of 
avoiding taxes; is that right? 

Mr. Duptey. Well, no, I wouldn’t say that. First of all, let me say, 
which is pretty obvious, that I am not a tax lawyer. I don’t know 
anything about the law of Federal taxation. But I think that one of 
the considerations was probably the question of United States taxes 
in using the Panama vehicle. I think there may have been other busi- 
ness reasons, however, that were considered by the directors of Ameri- 

can Overseas, or by the group that formed American Overseas and 
Guenenials Marine. 

Senator McCarrny. You are rather a high-priced lawyer, I gather, 
so you should know something about the business of these corporations. 

Can you think of any reason for the formation of the Siienwic h 


Marine Corp. other than to avoid payment of taxes? 

Can you think of a single reason ? 

Mr. Duptey. The reason expressed by Mr. Klein as I read in the 
newspapers the other day, that it would place the corporation in a 
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more advantageous position in dealing with the Government of Pan- 
ama, since these ships were Panamanian registry. 

Mr. Franacan. Right on that point, if I might interrupt, you know 
as a maritime lawyer and a man who has made large fees out of mari- 
time practice that under the law it is not necessary to have a Panama- 
nian corporation if you want to charter ships to another Panamanian 
corporation, such as you have done here. You know that to be a fact; 
do you not? 

Mr. Duprey. I know that; yes. 

Mr. FLaAnaGan. So that as far as that is concerned, that is not a 
real purpose. 

Mr. Duptry. You say it is not necessary to have a Panamanian 
corporation. [agree with you. But that is not necessarily saying that 
the only reason that the corporation was formed was for the avoidance 
of United States taxes. 

Mr. FuanaGan. Wasn’t that one of the major reasons it was formed ¢ 

Mr. Dup.ey. Sir, 1 don’t know. I would say that it certainly was a 
factor to be considered. Because you had to sit down with a sharp 
pencil and see what your income was going to be and what your outgo 
was going to be and what you would have left over. 

Senator McCarruy. May I interrupt? You say it was a factor. 
Did you discuss this with your law partners and with the stockholders 
of the American Overseas Tanker Corp.? Did you discuss that par- 
ticular factor with them, as you formed this Panama corporation? 

Mr. Duprey. I think all the discussions on taxes were held between 
the members of the corporation and a New York tax adviser. I did 
not suggest any tax vehicles. 

Senator Munpr. Who was the New York tax adviser? 

Mr. Duptey. I think it was somebody by the name of Frantz, or 
somebody like that. 

Senator McCarruy. Do I understand, then, that you never dis- 
cussed with any of the members of the Overseas Tanker Corp. this 
system whereby you could avoid paying taxes to the United States? 

Mr. Duprey. Well, let me put it this way, that I have no recollec- 
tion of advising them in connection with their Federal tax problems. 

I never felt competent to do that. Whether or not the subject of 
United States taxes was ever discussed, I can’t recall now. 

Senator McCarruy. Your answer is that you don’t remember ? 

Mr. Duptry. I don’t remember. Yes. 

Senator Munpr. As I understand it, the discussion about taxes 
took place between the New York tax authority, Mr. Frantz, and the 
members of the American Overseas Tanker Corp. ? 

Mr. Dupiey. Let me say this, Senator. I don’t know for sure, 
but my understanding, gained from more recent conversations, is that 
the corporation consulted Mr. Frantz in connection with its problems. 
That is second-hand information, and so I am really not competent to 
discuss the tax problems. 

Senator Munpr. Very frankly, we are trying to find out two things. 
We are trying to find out who did conceive this clever tax-avoidance 
corporate structure. We are having great difficulty in doing that. 
You now tell us that was done between Mr. Frantz and the officers 
of the corporation. 
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Mr. Casey was here, and denied any knowledge of it, said it did 
not enter into his mind at all. 

Now, it just did not drop down from heaven. Somebody thought 
of it, somebody conceived of it, somebody negotiated it. That is 
what we are trying to find out. 

The other thing we are trying to find out: Was there any valid 
reason in the world for organizing the Greenwich Corp., except to 
dodge the taxes?) Now, you gave us one reason, which, as our counse] 
has already pointed out, is completely invalid, because it is not nece 
sary to have a Panamanian corpor: ation to get Panamanian registr: 
tion. We want valid reasons. That is why “Tam asking the question. 

Mr. Duptxy. You are asking me a question which I am really not 
competent toanswer. I think it would require on my part considerable 
study in order to give you an answer which would be of any particular 
value to the committee. 

Senator Munpr. I am not trying to get you to answer a question 
you are not competent to answer. I am simply saying this com 
mittee is confronted with a number of phantom corporations which 
apparently are officered by phantom men, because nobody seems to 
know how this corporation was conceived. All you can testify, of 
course, is as to what you know. And so we are asking you if you 
know of any other valid reason why the Greenwich Corp. was set up, 
except to dodge taxes which otherwise would be owed to the Ame T- 
ican Government for the ships that you purchased from the American 
Maritime Commission. If you know any other valid reasons, tell us. 
If you do not, there is no reason for you to quote what you read in 
the newspapers. 

Mr. Duptey. All right. sir. I have no other information. 

Senator Munpr. You have no other information. All right. 

Mr. Franacan. Back to this stock transaction on United States 
Petroleum Carriers, as I understand it, you had 500 shares of that 
stock in January of 1948. 

Mr. Duprey. Yes, sir. 

Mr. FuanaGan. You sold the 500 shares, and they agreed to pay 
you $125,000 for your 500 shares; correct ? 

Mr. Duprey. Yes, sir. 

Mr. FLanaGan. Now you tell us that some time either before or 
after you sold the stock, you had some kind of agreements with your 
law firm and with Casey to give them a greater interest in the stock 
than you actually ended up with yourself. Is that true? 

Mr. Duptey. Yes, sir. 

Mr. FLanacan. And you said it was a gift. But now you say you 
don’t know whether it was a gift or not. Is that correct ? a 

Mr. Duprey. Yes, sir. 

Mr. FuanaGan. I notice on your income tax return for 1948 that 
you indicate that you acquired United States Petroleum Carriers 
stock on the 27th of September 1947; and you sold it on January 
7, 1948. And that is in conformance with our record. The gross 
sales price was $7,500. | 

Mr. Duprey. Yes, sir 

Mr. KLANAGAN. Now, that was on the first installment of $25,000, 
was It not? 

Mr. Duprey. Yes, sit 
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Mr. Franacan. Well, why didn’t you show that you got the $25,000, 
which you did ¢ 

Mr. Duprey. Well, I don’t know. I assumed that was the proper 
way to report it. 

Mr. Fuanacan. Well, you sold it for $25,000. That was the first 
installment. Is that correct ¢ 

Mr. Duprey. The first installment was $25,000; yes, sir. 

Mr, FuanaGan. Right. And you got $25,000 on ‘the 7th of January 
1948: is that correct ¢ 

Mr. Duprey. Well, thereabouts; ves, sir. 

Mr. Fuanacan. Well, why didn't you show it on your income tax, 
rather than $7,500, which was what you had left after you gave the 
rest of it away / 

Mr. Duprey. Well, because I thought that was the proper way to 
report it. 

Senator Nixon. Did tax counsel advise you on that 

Mr. Duprey. No; I think I advised myself. 

Senator Nixon. Did you make out your own return / 

Mr. Duptey. As | recall, that return I made out myself. 

Mr. FuanaGan. It doesn’t indicate it was made out by any ac- 
countant. 

Senator McCarruy. Did you ever help people to fill out their 
returns / 

Mr. Duptey. No, sir: | never have. 

Mr. Franacan. Don’t you now think that in view of the fact that 
you received the $25,000 for the sale of this stock, you should have 
reported the whole $25,000 as income to yourself ¢ 

Mr. Duptey. No; I think [ ought to have reported the amount that 
I retained, that was mine. 

Mr. Fuanacan. That is what you ended up with / 

Mr. Duprey. That is right. 

Mr. Firanacan. But if I make $25,000 in a transaction and then 
decide to give it to somebody else later, give part of it away, I have 
to report the whole $25,000, do I not / 

Mr. Duptey. I don’t think that was quite the transaction. The 
transaction was that I was entitled to keep only mv share of the 


proceeds of the stock. And the rest was somebod y else’s. It wasn't 
mine. 


Mr. Franacan. As a matter of fact. then, in view of what you now 


are Say Ing, and in view of the w: ay you reported it on your income-tax 
return, is it not a fact that you were nothing but a dummy stockholder 
in there for Casey and Rosenbaum / 

Mr. Duptry. No. No, there is no underst: anding about my being 
a dummy or a nominee for anybody. These arrangements came up 
only after the stock got some value. Back in September, it was only 
a hope and a prayer, but in Janu: ry it Was more than that. 

Mr. Fuanagan. It was $125,000. 


Mr. Dupiey. Potentially; yes, sir. 

Senator Nixon. In that connection, I think, as I understand Mr. 
Flanagan’s line of questioning, it would seem that the point would 
be this: that if the $25,000 were legally yours for any period of time, 


you would have to report it, even though you later gave it away. 
Mr. Duprey. Yes. 
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Senator Nrxon. But if, out of the $25,000, other individuals had » 
legal right to portions of that $25,000, then you would have to report 
only that portion that was legally yours. Now, do I understand you 
to say that Mr. Casey and Mr. Rosenbaum, in your opinion, had a 
legal right to portions of the $25,000 that ended up in their hand-. 
and that it was not a gift? 

Mr. Duptey. Yes, sir; that is my understanding, that they had 
legal right to it, that I had no legal right to keep it. 

Senator Nixon. That right being based upon an agreement thi: 
you had with them orally? Or in writing? 

Mr. Duptey. Orally, and then subsequently reduced to writing: 
yes, sir. 

Senator Nixon. And that is why you did not report the fil 
$25,000 ? 

Mr. Duprey. Yes, sir. 

Senator Hory. And you assume that, of course, Mr. Casey shou), 
have reported his, and Mr. Rosenbaum his part of it? 

Mr. Duptey. Yes, sir. 

Senator Horry. For that reason, you only reported the part you 
were getting ? 

Mr. Dup ey. Yes, sir. 

Senator Hory. And you were assuming they would report the 
parts they were getting ? 

Mr. Duptey. Yes, sir. 

Mr. Fuianacan. Then assuming your tax return was correct, and 
this is the proper way to report it, are we not also correct in assuming 
that you had agreements with Rosenbaum and Casey to turn this 
stock over to him even before you sold it, or the proceeds? 

Senator McCartrny. May I ask whether you know if the tax de 
partment is now examining into the financial affairs of these gentle 
men ¢ 

Mr. Duptery. I can tell you. Yes, sir; they have been working ©: 
me for quite a while. 

Senator Hory. You have not been neglected, then. 


Mr. Duprey. I haven’t been neglected. They have been auditing 


my returns for 1948, 1949, and 1950. 

Mr. Fuanacan. All we are trying to get is an explanation, Mr 
Dudley, of this rather unusual stock transaction. Is there anything 
else you can add that will clarify it? 

Mr. Dupiey. No; I don’t think so. 

Mr. Franacan. I also note that in regard to United States Navi 
gation Co., that company paid to your firm 

Senator Munor. Before you get away from this, Mr. Dudley said 
you were going to ask him a question which would clarify for me why 
Admiral Bowen sold his stock and got that salary in return. I wanted 
that cleared up. 

Senator McCarrny. And also, I do not understand the $7,500 
which he reported and the $5,800 which he gave Casey. 

Mr. Duptry. I think what happened there, Senator, was that 1: 
that first installment we got it mixed up with the legal fee, or some 
thing like that. And I reported $7,500 as being received from stock 
for that year. 
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I think the net result in the end would make no difference dollar- 
wise, since there would be no difference in the tax consequences. So I 
think there was some confusion, that happened internally in the firm. 

Senator McCarruy. You understand that when Casey got $5,800 
out of the deal, and you $7,500, actually you were getting “the same, 
except that there were some legal fees mixed up in it. 

Mr. Duprey. Mr. Casey and I were to get the same all the way 
through. 

Senator Munpr. Now, ask that question. 

Mr. Fuanaaan. I think Senator Mundt would like to know, and I 
think maybe the committee would like to know, why Admiral Bowen 
was willing to give up his stock, which turned out to be worth $62,000, 
for $7,500 and the promise of a $2,500-a-year job, when it would take 
him some 15 or 20 years to make up that amount of money. 

Mr. Duptey. I think that is not entirely an accurate description of 
all the facts and circumstances. 

No. 1 is, I think, that Admiral Bowen felt that he had not made a 
contribution, had not spent the amount of time on the project that he 
had hoped. 

No, 2, looking at the thing from the standpoint of 1952, Admiral 
Bowen has received, I think, about the same amount of money as I 
have received. 

Mr. FianacGan. That makes no difference; because you gave yours 
away, or at least you distributed it yourself. 

Mr. Duptey. That is right. Admiral Bowen sold me the stock for 
$7,500. 

Mr. Firanacan. Do you want to ask any further questions, Senator 
Mundt, in regard to Admiral Bowen? 

Senator Mc not. It is not very clear to me. 

Will you explain how subsequently Bowen got the difference? 

You say a little later, as of 1952, it all equalized itself. I mean the 
$2,500 a year job would help some, but that would not do it very fast. 

Mr. Duptey. Admiral Bowen has received, as I understand it, 
$2,500 a year since 1947 or 1948. That is approximately 5 years. 

Senator Munpr. Approximately $10,000. 

Mr. Duptey. That would be approximately ‘$10,000. In addition, 
he has received $6,000, and is entitled to receive a final payeeens of 
$1,500 from me on my stock, which will make a total of $7,500. On 
that basis, roughly calculating, he has received somewhere around 
$17,500, I think. 

Senator Munpr. For stock worth $62,500? 

Mr. Dup.tey. When you say it is worth it; I am not sure it is. 

Senator Munpr. You sold it for that 2 weeks later. 

Mr. Duptey. It is my recollection that the total amount collected 
on the $125,000 obligation is $50,000. So you can’t say it is necessarily 
worth it if you haven’t been able to collect it. 

Senator Munpr. Are your collections in arrears or are they paying 

them eurrently ¢ 

Mr. Dupiey. No, they are in arrears. 

These not being cash transactions, you have to rely on the credit 
standing of the individuals, and other factors, to determine what the 
stock is worth. A dollar is worth a dollar when it gets in your 
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ocket, and may not be worth a dollar if it a promise to 

deliver a dollar in the future. So, my position is that Admiral Bowen 
has come out substantially the same, perhaps a little better, than [ 
have, as of 1952. 

Senator Munpr. That is because you have divided your stock up, or 
split it, or shared it, according to an agreement, or whatever it was, 

Mr. Duptry. That is right, “Senator. 

Senator Hory. According to your statement, the Admiral paid S50 
for the stock, did he? 

Mr. Dupiey. Two dollars a share. 

Senator Hory. He paid $500 for it. And then he got $7,500 for it. 
He made $7,000 profit in about 4 months. 

Mr. Dupiey. Yes. 

Senator Hory. And then he had the position, and so forth. And as 
you say, yours was spread over 5 years, if you held it. 

Mr. Duper. Yes, sir. 

Senator Hory. All right. Go ahead, Mr. Flanagan. 

Mr. FLanacan. I understand that the records indicate that in the 
case of the United States Navigation Co., which received two tank 
ers from the Maritime Commission, a legal fee of $55,000 was paid 
to your firm, or was paid in all, of which the firm got $19,000 and 
you received $7,000; is that correct ? 

Mr. Duprey. I think that is substanti: ally correct; yes. 

Mr. Fuanacan. What did you do to earn that fee? 

Mr. Dupiey. Well, about the same thing that I did on the other 
transactions that I worked on—go to the Maritime Commission and 
try to get favorable action on the application. 

Mr. Franacan. It was the same as with Petroleum Carriers: you 
went down to the Commission and processed their application ¢ 

Mr. Dupiry. Essentially the same. I don’t think I spent as much 
time on that because, as I recall it, the application was filed quite late. 

Mr. Franacan. Why didn’t Mr. Casey get part of that fee ? 

Mr. Duptey. Well, he didn’t do any work on it, as I recall it. 

Mr. FranaGan. Now, in the case of Victory Carriers, which re 
ceived seven dry-cargo vessels, the legal fee paid to the Rosenbawn 


firm was $35,000, split three ways, between Casey, yourself, and thie 


firm. 

Mr. Duptey. That is my recollection : yes, sir. 

Mr. FLanacan. It was split equally, I believe. 

Mr. Dupiery. Yes, sir. 

Mr. Fianacan. In that case, did you likewise handle the matte 
before the Commission ? 

Mr. Duptey. Yes, sir; substantially i same as I had before. 

Mr. Fuanacan. And what did Mr. ‘asey do for Victory Carriers! 

Mr. Duptey. My understanding is au he did substantially as he 


had before, which would be to visit the Commissioners and. I believe. 


some people on the staff. 
Mr. FLanaGan. Now, it appears that in three of these cases, 01 


perhaps two, in United States Petroleum and the Victory Carriers. 


Casey did receive substantial legal fees for doing the same thing yo 
were doing, namely, contacting the Commission. Now, did he hav 
contacts at the Commission that you didn’t have ? 

Mr. Duprey. I don’t think you could put it that way. I thir 
we each went to see different people. 
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Mr. FranaGan. Was it necessary to have two of you down there 
all the time ¢ 

Mr. Duprey. Oh, yes; there was an awful lot of work to be done, 
and it just was not possible for one person to do it all. 

Also, when you get two different personalities, you get a different 
approach. I perhaps had different ways of dealing with people, per- 
haps more effectively or less effectively than Mr. Casey, but he is a 
different personality and creates a different clim: = and atmosphere 
when he makes contacts with people. 

Mr. FLanaGan. These were substantial fees that you and your law 
firm turned over to Casey. Did it ever occur to you that you might 
use someone from your own law firm to go down and exercise his per- 
sonality on the Commission ? 

Mr. Duprey. As I recall it, everybody else was working on matters 
pertaining to Federal taxes. 

Mr. FLANaGan. You were just so busy that you you had to go out 
and get a man like Casey; is that true / 

Mr. Duprey. Yes, essentially. 

Mr. FuanaGan. Were there any other cases involving the purchase 
of surplus ships from the Maritime Commission that you handled on 
behalf of your firm or on behalf of yourself ? 

Mr. Duptey. Yes, sir. 

Mr. Franacan. Will you just name them, give the names of the 
companies and what your legal fees were ¢ 

Mr. Duptey. Yes,sir. Compania Uruguaya de Comercio Maritima, 
or something like that, a Uruguayan corporation. It involved the 
purchase of “two Canadian-built coal- burning Liberty vessels, which 
were purchased, if I recall correctly, in February of 1948. I believe 
the legal fee that was $15,000; $7,500 per ship. And if I recall that 
was split three ways between the firm, Mr. Casey, and me. 

Mr. Fuanacan. Did Mr. Casey get part of that fee ? 

Mr. Dupuey. Yes, sir; I think he got a third of it. 

Mr. Firanacan. He got a third of the $15,000 fee ? 

Mr. Dupiey. Yes, I think so; that is my best recollection. 

Mr. FuanaGan. Go ahead. 

Mr. Duptey. Then American Marine Corp.—we got no legal fee, 
as I recall it, in connection with American Marine, but I had a bene- 
ficial interest in the sale of the stock which was sold. My interest in 
the proceeds of this stock which was sold to American Marine was, 
as I recall it, between 17 and 18 percent. My payments for that stock 
over a period of 5 years were about $34,000, I think. 

Mr. Fuanacan. As a matter of fact, you personally acquired 175 
shares of stock of American Marine; did you not? 

Mr. Duper. No; I don’t think so. 

Mr. FuanaGan . You just shared in the stock deal with your firm, did 
you ¢ 

Mr. Duptey. I shared in the proceeds from the sale of the stock; 
yes, sir. 

Mr, Fuanagan. Did you personally own any of that stock in your 
own name? 

Mr. Duper. No, sir. 

Mr. Fuanacan. That was not a transaction like United States Pe- 
troleum Carriers, then ¢ 
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Mr. Duptey. No, it was not, sir. I was not a stockholder of record. 
I never really considered myself a stockholder. I considered that | 
had an interest in the proceeds of the sale of the stock. 

Mr. Firanacan. And your interests when all the payments were made 
amount to about $34,000? 

Mr. Duptey. I think so. I think all the payments have been made, 
and by best guess here is that my share is about $34,000, that | 
received. 

Mr. Fuanacan. Did Mr. Casey have any part of that stock? 

Mr. Duptey. No, sir. 

Mr. Fuanacan. Any other companies, now ? 

Mr. Duper. Yes, sir; Nicholson Universal Steamship Co. 

Mr. FianaGan. Nicholson Universal Steamship Co. ? 

Mr. Duptry. Yes, sir. 

Mr. FuanaGan. Was your firm attorneys for that company? 

Mr. Duptey. Yes, sir. 

Mr. Fianacan. How much was your legal fee there, the firm’s fee’ 

Mr. Duptey. The firm’s fee, I believe, was $10,000. 

Mr. Firanacan. And did you have a separate fee yourself? 

Mr. Duptey. No. I got a portion of what the firm got, since at 
that time I was getting 10 percent of the firm’s receipts, so that indi- 
rectly I received $1,000 of the $10,000. 

Mr. Fuanacan. Were there any others? 

Mr. Duptey. I don’t recall any other transactions involving ship 
purchases; no, sir. If you have a list there, you might refresh my 
recollection. 

Senator Munpr. On that point, Mr. Dudley, did your firm ever 
have any clients seeking ships from the Maritime Commission who 
failed to receive them ? 

Mr. Duper. Yes, sir. The first one we represented was this Uru 
guayan firm. We tried to get ships for them, but were unsuccessful. 

Senator Munpr. I thought you got some ships. 

Mr. Duptry. There was a Compania Uruguaya that we were suc- 
cessful in getting ships for, but the first one I had, in the late spring 
or early summer of 1947, where we tried to get three ships for this 
Uruguayan company, we were unsuccessful. 

Senator Munpr. Were there any others that you were unsuccessfi!! 
with ¢ 

Mr. Duptey. Yes; I think there was an Indiana corporation we were 
unsuccessful for. 

Senator Munpr. You had no success with the Indiana corporation ! 

Mr. Duptey. That is correct. 

Senator Munpr. Any others? 

Mr. Dup.ey. I don’t recall any, offhand. 

Senator Munpt. What fee did your company collect from the Uru- 
guayan corporation for which you were unsuccessful ? 

Mr. Duptey. I don’t recall whether we had any fee or not, sir. 

Senator Munpr. As far as you can recall, you did not get a fee from 
them ? 

Mr. Duprey. I don’t think we did, although I am not sure. 

Senator Munpr. How about the Indiana corporation for which 
you were unsuccessful ? 

Mr. Duptey. I don’t think we got a fee there either. 
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Senator Munpr. What your firm was actually doing was taking 
these ships on a commission rate. Where you got the ship, you got a 
commission; and if you did not, you did not get a commission. 
I think you lawyers call it a contingency fee. We real-estate people 
call it a commission. 

If the deal goes through, you get a commission; if not, you get 
nothing. Is that it? 

Mr. ona There are an awful lot of factors that go to determine 
what makes up the financial arrangement between attorney and client. 
And when a client is a corporation which has virtually no equity 
capital, it is impossible to make any sort of a firm financial arrange- 
ment which is other than contingent. 

You have to make your financial arrangements, your fee arrange- 
ments, depending on the circumstances of each case. Most of these 
Maritime Commission ship purchases did involve things where there 
was no degree of certainty in them. 

Senator Munpr. Yes; I would understand that as to any business 
transaction. But I am to understand that your firm was operating as 
a commission agent. When you succeeded in getting a ship, you got 
a pretty good fee. If you did not succeed, you got no fee at all. It 
was up to you to go out and deliver the goods and bring back the 
ships. 

Mr. Duptry. I don’t know whether you would call it a case of a 
commission merchant or not, but certainly if we were unsuccessful 
there was no possibility of working out a fee, and, to that extent, it 
was substantially a contingent arrangement. 

You might draw a parallel between that and real-estate transactions. 

Senator Munpr. I just wanted to understand how the transaction 
worked. 

Mr, Fuanacan. Mr. Dudley, since January 1, 1947, have you made 
any gift or gratuity of any kind to any employee or official of the 
Maritime Commission ? 

Mr. Duptey. With the exception of some baskets of pears which I 
gave one Christmastime to, oh, maybe half a dozen employees of the 
Maritime Commission, I can’t rec all any gifts, gratuities, or anything 
that I have given to anybody down there. 

Senator McCarruy. I did not hear you. You said a basket of 
pears ¢ 

Mr. Duptry. Yes. One Christmastime I had sent through the mail 
from one of these fruit places that send you ads, some baskets of 
pears that cost, I think, between $2.50 and $3 apiece. I sent those to 
some people down there. 

Mr. FLanacan. To whom did you send them? 

Mr. Duptey. I don’t recall. I think they are people on the staff, 
or there may have been one or two Commissioners, but I don’t recall 
who got them. 

Mr. Fuanacan. You don’t recall now who got them ? 

Mr. Duptey. I don’t recall now; no, sir. 

Mr. Fianacan. Since January 1947, have you entertained any 
officials or employees of the Commission other than at a lunch? 

Mr. Duptey. No; I have not. 
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Mr. Fuanacan. Have you paid for any hotel bills or arranged trips 
for them? 

Mr. Duptry. No, sir. . 

Mr. Firanacan. Have you had any financial transactions or any 
loans, or any other kinds of financial transactions ? , 

Mr. Duprey. No, sir. 

Mr. Fuanacan. With any member or official of the Maritime Com- 
mission, since January 1947? 

Mr. Dupiery. No, sir. 

Mr. Fuanacan. I will ask to have put in the record, at this time, 
Senator, this agreement we forgot to put in, the agreement dated 
April 15, 1949, between Mr. Dudley and his firm, regarding the dis 
tribution of the United States Petroleum stock. 

Senator Hory. That will be entered as exhibit 27. 

(The agreement referred to was marked “Exhibit 27." and will be 
found in the appendix on page 697.) 

Mr. Fuanacan. I have no further questions. 

Senator Hory. Senator Mundt? 

Senator Munpr. Mr. Dudley, [ am going to try to arrive at how 
the fee of $100,000 was determined. You have it in the record that 
it was worked out on a contingency basis. 

I am trying to determine how much work was involved, as far as 
you were concerned, for your particular fee. About how long was it 
from the time you began work on this case before the deal was 
consummated and the ships were made available to your client? 

Mr. Duprey. I would say about 7 months, sir 

Senator Munpr. Of that 7 months, about what percentage of your 
time did you spend on this particular transaction ? 

Mr. Duptry. Well, a rough estimate would be 50 percent. 

Senator Munpr. About half of your time / 

Mr. Duprey. Yes, sir. 

Senator Munopr. So that you got 830.000 for what would be tanta- 
mount to about 314 months’ work had you spent all your time on this. 

Mr. Duptry. Yes, sir. 

Senator Munpr. Now, how much time, do you know, did Mr. Casey 
spend on this transaction ? 

Mr. Duptry. I don’t know, sir; how much time he spent on it. 

Senator Munpr. It could not have been longer, I assume, because 
you started when the transaction began, and you ended when it 
terminated. 

Mr. Duptry. Yes, sir. I think I spent more time than he did. 

Senator Munpr. And Mr. Rosenbaum, the other member of the firm, 
who got the other $33,000, did very little except perhaps with some 
pape r work. 

You were associated with him in the firm, but the actual leg work, 
the contact work, and so forth, was done either by you or by Mr. Casey / 

Mr. Dupury. Yes, sir. 

Senator Munpr. That is a pretty good fee ve lawyers. 

Any fee you charge your clients is all right, but I am just trying 
to determine what kind of service it is when someone has to pay 
$150,000 for what could not have been over 7 months’ work by one 
man; 314 months’ work for two; and none for the other, rather. 
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Mr. Dupiey. Yes, Senator, those are generous fees, generous 
amounts of money; no question about it. 

But here you have ships which cost between a million and a million 
and a half dollars. That was their statutory sales price. They 
originally cost the Government substantially more than that, and with 
postwar building costs up, the ships were worth a lot of money. So 
while you can consider $33,000 and say that, sure, it is a lot of money 
for somebody just getting out of the Navy and starting to practice 
law—I consider myself very fortunate. But in terms of the per- 
centage of that as « ‘ompared with the total amounts of money pokes 
in the transactions, it is not unusual, 

For example, I understand that ships’ brokers’ fees—and a ships’ 
broker would do normally a lot less work than I did 1 in connection with 
the transaction—would be, I think, anywhere from 2 to 5 percent of 
the value of the vessel. I may not be doing justice by ships’ brokers, 
but I think that is right. And if you take 5 percent of a million and 
a half or 2 million dollars, I think that is more than what I got. I 
haven’t calculated it out, but I think that that would be. For the mere 
brokerage fee, you would get more than we would get for legal fees, 
which included everything from the processing of the application all 
the way down through to taking title of the ship and going into 
class allowances and a lot of other questions which are highly technical 
and complicated, which you have to solve at the time of purchasing 
the vessels. 

Senator Munpr. You are a maritime lawyer, and I am not. How 
does the Maritime Commission operate? Is it impossible for some- 
body to go in there and get a ship directly by offering to pay the regu- 

lar legitimate price there by saving this fee, or is it necessary for him 
to employ contact people of that type. 

Mr. Dupiey. With respect to the present, I don’t think there is any 
longer statutory authority to sell war surplus vessels. 

Senator Munpr. I am talking about this period. 

Mr. Duptry. With respect to this period, a correct answer to your 
question is that it was perfectly possible for an applicant to go in and 
file his own application and get awarded a ship. However, with the 
difficulty in getting action on your applications during this rather 
hectic period in 47, I think it would have been of considerable help 
to get somebody here who was on the scene who could dog the thing 
through. We were not the only people doing it. There were a great 
many other lawyers, and people from New York, whom we would see 
around the Commission doing precisely the same thing we were doing 
sitting outside people's offices, waiting their turn to get in to invite 
attention to a matter in which you were interested. 

Senaor Munpr. Since we are not doing that at the moment and we 
may be doing it again some time, I wonder if you could give any coun- 
sel to the committee, whether you agree with me that it sets up a rather 
unwholesome governmental situation, where you have a lot of eager 
ittorneys dogging through these applic ations, each realizing that if he 
dogs it through he gets a fee of $33,000 or $100,000, and if he does not 
dog it through he gets nothing? Is it not likely to create a situation 
where some lawyers who are not stout-hearted in their virtue might 

a little bit beyond something as insignificant as giving a couple of 
bas ackete of pears to a fellow, and that somebody might go a little fur- 
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ther than that somewhere along the line to try to induce favorable 
decision ? 

It seems to me to set up a governmental situation in which the 
temptation for doing something which is wrong is pretty great. 

Mr. Duptey. I think in connection with the ship-sales program, : 
with particular reference to tankers, since they are the vessels al 
marily in question here, you had a situation which was very tempo- 
rary in nature, caused by the backwash of the war, caused by a tre 
mendous expansion in the petroleum industry, caused by perhaps 
miscalculation of tanker-transportation needs on the part of the prin. 
cipal oil companies, caused by a shortage of storage facilities in al| 
transportation, plus a cold winter in 1947-48. 

It gave rise to a set of circumstances which permitted certain groups 
of people to apply for tankers and to finance their purchase through 
pledging a charter on a ship with an oil company. 

It was a situation which, I think, may not ever occur again. With 
the benefit of hindsight, I think that I could have made a lot more 
money if the situation were to occur again, now that I am reasona}| 
familiar with the economics of the oil-transportation industry. I sort 
of had to Iearn by the Braille system as I went along. I did quite well, 
but on the basis of hindsight, I could do much better. I don’t think 
that, in spite of the confusion of the Maritime Commission, there were 
people who were trying to mislead Government officials, trying to offey 
them greater inducements than a basket. of fruit. 1 think ev verybod 
was down there working as hard as he could to try to focus particula: 
attention on the particular project he was w orking on, but as far as 
I know, nobody was trying to do it in an unethical wa 

Senator Munpr. I am simply talking about he temptation. 

You describe a situation of a lot of hurried little bureaucrats al 
behind in their work, tremendously busy, so that you had to contact 
them in the halls sometimes, all working at very modest salaries. 
being approached by hundred-thousand- dollars-a- year salesmen who 
would meet them in their offices or in the halls. 

It seems to me it would put a terrible strain on their sales resistance 

Mr. Duptey. Well, I don’t share that view. I think there are prob 
ably always temptations in government for people who are in pos 
tions of trust and public responsibility. But I think in spite of ever) 
thing, people in Government positions have done pretty well. You 
wouldn’t believe it by reading the press, but I have been practicing law 
before Government agencies here for quite a while, and my opinio! 
of the average Government employee is pretty good. I think he is a 
pretty good average honest American. 

Senator Munpr. I think that is right. But I think Congress and 
the Executive have some responsibility not to submit them to too great 
a temptation. That is why [ am trying to find out from you whethe: 
you think that the set-up that yrevailed at the time you were getting 
these fees adequately protec ted the Government interest, if we were 
to get into that condition again. 

Mr. Duptry. I don’t see any additional precautions that could 
have been set up. The best thing you can do in Government to assure 
honesty is to get the best people you can for the jobs, and in order to 
do that you have to pay them enough, select them carefully, and treat 
them right after they get there. 
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Senator Munpr. What do you think about competitive sales to the 
highest bidder, as a way to protect the Government’s interest 

Mr. Duptey. As I understand the ship-sales legislation, the Ship 
Sales Act of 1946, it was a very thoroughly considered piece of legis- 
lation. I think it was a well-done piece of legislation. And I think 
the Government interest was better protected by setting a statutory 
sales price than it was after the First World War, when I understand 
they did use a system of competitive bidding to dispose of surplus 
vessels, 

Senator Munpr. It is very difficult for me to see how the taxpayer 
has anything to lose by selling to the highest bidder. 

Mr. Duper. The trouble with that is that you get into a situation 
where, in the winter of 47 or °48, you might have received a great deal 
more for the tankers that were sold at the time, but a year later you 
would have received much less. Now, of course, you aren’t selling 
them. You have a Korean situation, which no one could anticipate 
prior to the outbreak of the Korean war. 

Senator Hory. Any further questions? 

Senator Nrxon. Yes. Just one point to recapitulate. 

As to the total number of corporations involved in the obtaining of 
surplus ships, which we have now listed as 10, as I understand it, this 
investigation deals primarily with AOTC. The corporations you 
have named today, together with those named by Mr. Rosenbaum 
when he appeared, total to 10. 

The staff also considered the total number of ships which these cor- 
porations obtained. The number is 33, of which 8 were dry cargo 
ships as distinguished from tankers. 

And on the matter of the fees, there was a recapitulation which was 
nade as of a previous day, covering the AOTC and the companies that 
have been named up to that time. 

The totals at this time are as follows: And this has also been com- 
piled by the staff. Mr. Casey received on all of these deals a total of 
fees of $68,500, and in stock $528,700. Mr. Dudley received in all 
of these deals $79,500 in fees, and in stock $107,000. And the part 
that Mr. Dudley received is exclusive of the firm. This has been 
broken down so that this is what the firm received, $327,500, and in 
stock $156,000. The gross totals in fees on all 10 deals to $475,500 
and in stock to $791,700. 

Senator Hory. In compiling that, did you show the amount paid 
in, or the amount which was to be paid in? , 

[ just wanted to get that clear in the record. 

| understand the amount of fees indicated is actually paid, but the 
amount of stock is what is to be paid provided it is collected. 

Senator Nixon. That is right. These are the amounts they will re- 
ceive if and whensthe stock is fully paid for. 

Senator Hory. I just wanted to get that clear. 

Senator Nixon. Now, the other question I have relates to this. 

Did you in any way conduct the negotiations for the sale of the 
three tankers to the Chinese interests, do you recall ? 

Mr. Duptey. I don’t think so. I dimly recall having met Mr. Was- 
son in New York to talk about some phase of that, but I don’t know 
whether it was prior to or after the sale. 

Senator Nixon. Did you ever meet Mrs. Konow ? 
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Mr. Duptey. No, I have never met her. 

Senator ata Did you meet Mr. Wasson / 

Mr. Duptey. Yes, I met Mr. Wasson. 

Senator Nn xon. Mr. Morris? 

Mr. Duprey. I have never met Mr. Morris. 

Senator Nixon. Do you recall what the extent of your conversation: 
were with Mr. Wasson on the situation ‘ 

Mr. Duper. It is kind of dim. I remember talking some thing 
about national tankers. 

Senator Nrxon. Who handles those negotiations primarily / 

Mr. Duptey. I think they are handled by Mr. Casey. I had so 
little to do with the transaction that I really couldn't tell you who 
was the primary force there. 

Senator Nixon. Did Mr. Rosenbaum have anything to do with those 
transactions ¢ 

Mr. Dupiey. Not that I know of, no. 

Senator Nixon. That was primarily a deal between Casey and 
Wasson / 

Mr. Duprey. As far as I knew, we had virtually nothing to do with 
the transaction other than forming the corporation, which is a thing 
we did through the Corporation Trust Company. 

Senator Nixon. The total, incidentally, in stock and fees was $267,- 
YOO, 

Senator Hory. Thank you, Mr. Dudley 

I believe we will not be able to proceed with the investigation fur- 
ther this afterndon. 

It is nearly adjournment time now. 

The committee will recess until 11 o’clock in the morning. 

(Whereupon, at 4:22 p. m., Tuesday, March 4, 1952, the hearing 
was recessed to reconvene at 11 a. m., Wednesday, March 5, 1952.) — 
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WEDNESDAY, MARCH 5, 1952 


Unrrep STaTEs SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., 

The subcommittee met at 11 a. m.. pursuant to Senate Neashetion 
No. 251, Eighty-second Congress, second session, agreed to January 24, 
1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee) presiding. 

Present: Senator Clyde R. Hoey, Democrat, North Carolina; Sen- 
ator John L. McClellan, Democrat, Arkansas; Senator Hubert H. 
Humphrey, Democrat, Minnesota; Senator Joseph R. McCarthy, Re- 
publican, Wisconsin; Senator Karl E. Mundt, Republican, South Da- 
kota: Senator Richard M. Nixon, Republican, California. 

Also present: Francis D. Flanagan, “Hie! counsel; Howell J. 
Hatcher, chief assistant counsel; Jerome S. Adlerman, assistant coun- 
sel; William A. Leece, assistant counsel; Louis Sornson, accountant; 
Ruth Young, chief clerk. 

Senator Hory. The hearing will please come to order. 

Mrs. Olga Konow will please come to the stand. 

Mrs. Konow, will you please stand up and hold up your right 
hand ¢ 

Do you solemnly testify that the evidence which you give in this 
ease Shall be the truth, the whole truth, and nothing but the truth, so 
help you God ¢ 

Mrs. Konow. I do. 

Senator Hory. Have a seat. Will you please give your name, ad- 
dress, and occupation to the reporter ? 


TESTIMONY OF OLGA KONOW, PRESIDENT, AMERICAN VIKING 
CORP., PRESIDENT, OLGA KONOW, INC., NEW YORK, N. Y. (ACCOM- 
PANIED BY HER COUNSEL, ROY B. KELLY, WASHINGTON, D. C. 


Mrs. Konow. My name is Olga Konow, K-o-n-o-w. 
dent of the American Viking C orp. ; 
Konow, Inc., 25 Broadway. 

1 am also having lately a nickname. I am called “Oil Boat Olga.” 

Senator Hory. Mrs. Konow, is this your atttorney with you / 

Mrs. Konow. Yes: Mr. Kelly, my attorney 

Senator Hory. Will you give your name ‘and address also ¢ 


Mr. Kenzy. I am Roy B. Kelly, attorney, Transportation Build- 
ing, W ashington, D. C. 


I am presi- 
I am also president of Olga 


281 





282 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Senator Horry. Mr. Flanagan, you may proceed with the examina 
tion of Mrs. Konow. 

Mr. Firanacan. Mrs. Konow, by way of background in connection 
with the questioning we will do of you, I want to state for the record 
here that our testimony to date indicates that in January of 1943, 
you acted as a broker between the United Tanker group and the Case) 
group in the purchase of three tanker ships which eventually were 
turned over to the United group; and our questioning will, for the 
most part, have to do with your activities as a broker in connection 
with that specific transaction. 

Now, could you tell the committee who first contacted you in the 
United Tanker group for the purpose of having you attempt to get 
them ships? 

Mrs. Konow. You mean to say who very first contacted me? Or 
you want to know how did I become a broker for United Tanker in this 
very deal ¢ 

Mr. Fuanaaan. Yes. 

Mrs. Konow. I was very fortunate, because in the tanker business 
it is usually good to have the buyer. Tankers you always have. So 
the United Tanker people gave me the privilege to act for them as a 
iciliei', dlihie Hersdliamdar cial ac tee essiccanearamodin 

Mr. Fuanacan. Which representative of the United Tanker group 
contacted you and asked you to be their broker in seeking charters 
or ships ¢ 

Mrs. Konow. It was never actually an individual, because this 
United group is usually three or four gentlemen who are getting 
together, oa then they ask you to either go and look for ships— 
How would I explain that? Would you want to know one specific 
person ¢ 

Mr. Fuanacan. Yes; or the three or four persons. 

Mrs. Konow. Well, most of them was Mr. Wei, who I had most 
close contact with 

Mr. Fianacan. That is Chung-ching Wei? 

Mrs. Konow. C. C. Wei. 

Mr. Franacan. W-e-i, I think he spells it. 

Mrs. Konow. Yes, W-e-i. 

Mr. Fuanacan. Did Mr. Wasson contact you at that time ? 

Mrs. Konow. Mr. Wasson was always with our group together, like 
Mr. Lenfest or Mr. Sieling or Mr. Wei, but most of my dealings were 
specifically with Mr. Wei. 

Mr. Fuanacan. Now, at the time that Mr. Wei first contacted you 
with regard to getting tankers for them, did he indicate what com 
mission or what brokerage fee you might get if you were successful 
in obtaining tankers? 

Mrs. Konow. It is not actually the buyer of the vessel who indi 
cates the commission. It is actually the broker, who is very hopeful 
to get 5 percent on a brokerage, on a ship. 

Mr. Fianacan. Did you indicate to Mr. Wei or to others in the 
group that you would want 5 percent of the purchase price? 

Mrs. Konow. Yes; I imagine I have said so. 

Mr. Fianacan. Now, how did you happen to first get in contact 
with the Casey group? 

Mrs. Konow. Well, you know, everybody knew the Casey group 
In old times we used to call them the Stettinius group. And in New 
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York, we knew that they were getting in difficulties financing their 
latest vessels. Because the first five ones, they were successful in 
financing. And then I went to Mr. Casey’s office, and I proposed 

Mr. Casey $450,000 for the three vessels which were as an overprice 
for his three vessels. 

Mr. Fianacan. In other words, at your first meeting with Casey, 
you indicated to him that you would give him an overprice of $150,- 
000 a vessel for making them available to your group ? 

Mrs. Konow. That is about what it was. 

Mr. Fuanacan. And at that first meeting. what did Casey tell you ? 

Mrs. Konow. In all sincerity, Mr. Casey, I don’t believe was taking 
me too seriously. 

First of all, there are no women in this shipping business, and I 
believe he was so used to seeing so many brokers, and when I left 
him I left him: “Would you call me tomorrow if you are interested ¢” 
and he did call me next day in New York. 

Mr. Fuanacan. I think we can fix the dates of these transactions 
by a business diary which you made available to us. 

‘Mrs. Konow. Well, if you would be kind enough to return it to me, 
I would be not so much in difficulties to explaining things. I just 
almost could read it. 

Mr. Fuanacan. We have excerpts here from the diary. I think the 
first entry ison January 15, Mrs. Know. 

Mrs. Konow. January 15, 

Mr. FranaGan. Do you have that entry of the 15th / 

Mrs. Konow. Yes, I do. 

Mr. Fuanacan. That is January 15, 1948. You stated in your own 
handwriting in the book there: 

Left Joe Casey, negotiations three T-2 tankers, American Marine for United 
Tanker, offer firm, $450 and if interested call me Friday—next day. 

Mrs. Konow. That is correct. 

Mr. Franacan. When you say “offer firm,” what do you mean by 
that ? 

Mrs. Konow. Well. I will be very sincere with you. Now I know 
a little more about what “offer firm” means, but at that time I really 
didn’t know much about what an offer firm meant. I hoped that I 
will induce him to accept $450,000, and by the time I returned to New 
York the ships will be sold, and that will be all. 

Mr. Franagan. By that did you mean that vou had made a firm 
offer of $450,000 over price? Or he made an offer? 

Mrs. Konow. No; he is not taken my visit very seriously, I must 
admit. 

And then, after T left, I did say, “Call me Friday, next day.” 

Mr. Fuanacan. Now, at this point: How long had you been in the 
ship brokerage business? This was in “46. How did you first get 
into it # 


Mrs. Konow. In all sincerity, this was my first ship brokerage ex- 
perience. 
Mr. Firanacan. How long had you been in the shipping business? 
Mrs. Konow. I have been in the shipping business since several 
years, but.actively since °47. 
95335—52——19 
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Mr. Fuanacan. And this transaction with the Casey group was tli 
first time that you ever acted asa ships’ bréker / 

Mrs. Konow. Yes. 

Mr. Fianacan. I notice in your diary the next entry is on Friday, 
January 16, 1948, and it says: 

Mr. Casey telephoned from Washington. Will lunch 12:30 Monday Whiteh: 
Club. Very interested in my offer. 

Mrs. Konow. Well; that is correct. 

Mr. Fianaean. In substance, what did he say about your offer a 
that time? : 

Mrs. Konow. I don’t recall the telephone conversation. That js 
probably why I have this notebook. But after, probably, I left. | 
must have sat a bit and figured out that I have something to ofle) 
for him. 

And then he called me, as you see, at 5:10 p. m., and he was inte) 
ested in my offer. That is correct. But I can’t recall the telephone 
conversation between 1948 and up to date. But it said he was inte: 
ested in my offer. 

Mr. Fianacan. I notice that your next entry is the following day, 
Saturday, January 17, in which you state: 

Visit from Mr. Wei, Mr. Du, Mr. Chen, first meeting Dr. Chen. Conference— 
full authority to offer $450-$500 for the three tankers to Mr. Casey on Monday 
meeting. Commission of total $100,000 on each ship secured by this gentleman 

Does that mean that on Saturday morning you met with these Clu 
nese representatives of the China Trading and they gave you full 
authority to offer between $450,000 and half a million overprice 

Senator McCartuy. What do you mean by “overprice” ¢ 

Mrs. Konow. Overprice means that for the vessel they had an 
overprice. 

Senator McCarruy. I still do not know what you mean by “over- 
price.” 

Mr. Fianacan. I think we can explain that, Senator. The point 
is, is it not, that at this point in the negotiations the Casey group had 
only allocations for three vessels ? 

They didn’t have the vessels? Isn’t that true? 

Mrs. Konow. Mr. Flanagan, if you have vessels, whether they are 
allocated or how it is, it is your vessel. 

Senator McCartuy. May I interrupt? What do you understand by 
“overprice” ? 

Mr. Fianacan. “Overprice” means that the United group would 
pay for the vessels the full price, whatever the statutory price is, and 
give them a bonus of $450,000 for making the vessels available. 

Senator McCartuy. I understand. 

Mr. FianaGan. In other words, that would be the profit for the 
Casey group. 

Senator McCarruy. And do I understand that you are inquiring as 
to whether or not the overprice was agreed upon while they were deal- 
ing with the Maritime Commission ? 

Mr. FLanacan. Yes; while ships were still allocated only. They 
hadn’t been assigned to the Casey group. 

Senator McCartuy. So that the profit would be determined before 
they made the original contract ? 
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Mr. Fuanacan. Before they ever got the ships. 

Senator McCartuy. I see. 

Senator Nrxon. Mr. Flanagan, as I noted, in your question you said 
previously that she met with these Chinese people. You referred to 
them as being from the China Trading Corp. 

Mr. Fuanaaan. Yes, sir. 

Senator Nixon. Now, Mrs. Koncw, were you dealing with these 
gentlemen as representatives of the China Trading Corp. at that time? 

Mrs. Konow. No, Senator. 

Senator Nrxon. Or as representatives of United ? 

Mrs. Konow. You see, I met the United Tanker people, and United 
Tanker people consisted of the most glamorous names in the American 
industry in shipping: Mr. Tode, who is the father of the American 
merchant marine, Mr. Walter Sieling, who is one of the oldest shipping 
experts on American ships, and operating and chartering, and Mr. 
Lenfest, who is a very honorable gentleman in New York in the busi- 
ness crowd. He has even a license on a vessel. And Mr. Wasson, who 
is a most charming outstanding young counsel, with brilliant mind. 
And people like that. 

So I just, after I met, or in between, or in before, whenever IT met 
Mr. Wei or Dr. Du or Dr. Chen, or whatever the names of these dis- 
tinguished Chinese gentlemen are, it was none of my worries to worry 
about them. All I was interested was to make a good deal, and I am 
very happy I was fortunate enough to make a good deal. 

Senator Nrxon. I am not suggesting, Mrs. Konow, that you should 
have been concerned that you were dealing with Chinese. But my 
question is: You did deal with the Chinese in obtaining the permission 
to pay the $450,000 bonus; is that right? 

Mrs. Konow. Oh, ves, indeed. They authorized me. 

Senator Nrxon. Now just a moment, so that I get this question 
clear. 

Who authorized you, gave you the authority, to pay the $450,000? 
Did Mr. Lenfest give you that authority? He was not there, was he? 
Just the Chinese ¢ 

Mrs. Konow. Frankly, I must look it up m my diary. 

Senator Nixon. You testified just a moment.ago naming three 
names, all people representing the Chinese. The question that I am 
interested in is: Were they the ones that gave you the authority to 
mike this deal? The Chinese? 

Mrs. Konow. Well, Senator, it must be possible that Mr. Wei was 
there and all these gentlemen, who authorize me to give this offer. 
Most likely it was this group of gentlemen. 

Senator Nixon. Let me ask you this, then. Do you want to change 
your statement, then, that there were additional people there when 
you discussed the $450,000? 

Mrs. Konow. No; I would not like to change that statement. 

Senator Nrxon. In other words, then, the only people there when 
you discussed the $450,000 were the Chinese ; is that correct ? 

Mrs. Konow. Do you mind if I read this here? You are referring 
now to the day of the 17th, Saturday ? 

Senator Nixon. The day Mr. Flanagan asked you about. 

Mr. Franagan. Saturday, the 17th, when you met with Mr. Wei, 
Mr. Du, Dr. Chen. 
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Mrs. Konow. Yes. There are three names here written, Mr. Wei, 
Mr. Du, and Mr. Chen. 

Senator Nixon. Do I understand those are the people that were 
present ¢ 

Mrs. Konow. These are the people that were present in the meet- 
ing on Saturday, January 17. 

Senator Nixon. And you assumed that those people, who were all 
Chinese, had authority to deal with United Tankers; is that right? 

Mrs. Konow. The authority of dealing with this ene I believe 
they had only when they were all sitting down and working out their 
agreements. Because all these were preliminary conferences. 

Senator Nrxon. You did not think it was necessary to go to Mr, 
Lenfest, for example, to get his approval of the $450,000? 

Mrs. Konow. Senator, frankly, I wasn’t concerned about going to 
any of these gentlemen. If they came to me, I was very 

Senator Nixon. Go ahead. Finish your answer. 

Mrs. Konow. I mean to say, I was dealing very often with all of 
them. Now, whoever came to deal with me, I was so h: appy to make a 
deal, I can’t remember about 

Senator Nrxon. As a matter of fact, Mr. Konow, you knew that 
these Chinese controlled this corporation, did you not ? 

Mrs. Konow. Well, I knew they had moneys in the company. 

Senator Nixon. You knew they put up all the money, did you not? 
All but $6? Is that right? You knew that, did you not? 

Mrs. Konow. F -ankly, Senator, I knew so little about my own 
group for such a long time th: at I can’t tell you. 

Senator Nixon. Now listen to this question carefully. 

Is it your testimony now that you did not know that the Chinese 
had put up the money, that this was a Chinese-controlled corporation ? 
Mrs. Konow. Oh, Senator, I would never make such a statement. 

Senator Nrxon. That is not true, then? You did know it? You 
did know it, then? 

Mrs. Konow. I did know they were the people who put up the 
moneys. 

Senator Nixon. That is right. That is why you felt they could 
speak for the corporation, because they had put up the money and 
control; is that right? 

Mrs. Konow. That is not the reason. Anybody can speak about 
shipping if they want to buy vessels. 

Senator Nrxon. But you dealt with them, did you not ? 

Mrs. Konow. I certainly had luncheons with them, and I had deal- 
ings with them; yes. I am doing it constantly. 

Senator Nrxon. And once these Chinese told you it was all right to 
go ahead on the $450,000 deal, that was all right. You thought you 
could go ahead? 

Mrs. Konow. I tell you, Senator, this group doesn’t operate that 
way. Even if you have in mind during the discussion what you are 
going to do, it doesn’t work out that way. 

- Senator Nrxon. Did you ask anybody else whether you had that au- 
thority, or did you go ‘ahead onthe basis of what the Chinese alone 
told you? 








Mrs. Konow. I was not so sure I was right to make this offer, 
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Mr. Fuianacan. Mrs. Konow, I also notice in your diary entry of 
Saturday, the 17th 

Senator McCarruy. May I ask a question, just to get this straight. 

I understand you were more or less of a go- between between Na- 
tional Tanker and United Tanker. 

Mrs. Konow. That is right. 

Senator McCarrny. You had nothing to do with getting the ves- 
sels in the first place? 

Mrs. Konow. Getting the vessels? 

Senator McCarrny. In other words, you had no dealings with the 
Maritime Commission. 

Mrs. Konow. Not in this instance. 

Senator McCarrny. Not in this instance. 

Pardon me, Mr. Flanagan. 

Mr. FLanacan. I notice in your diary entry of Saturday, January 
17, you concluded with the statement: 

Commission of total $100,000 on each ship secured by this gentleman 


Does that mean you were to get $100,000 commission for each ship 
you were able to obtain from the Casey group ? 
” Mrs. Konow. I believe that is what it meant. 

Mr. Fianacan. In other words, at this point the Casey group was to 
get $150,000 overprice on each ship, of the three ships, and you were 
to get a hundred thousand dollars; is that correct ? 

Mrs. Konow. Yes. 

Mr. Fianacan. And this group, the United Tanker group, and the 
China Trading group, then, agreed that if you could get the vessels, 
they would be “willing to pay a quarter of a million dollars addition: il 
for each vessel. Is that right? In other words, $150,000 a vessel to 
the Casey group, and $100,000 to yourself ¢ 

Mrs. Konow. Yes. That is how it looks; yes. $150,000 they were 
willing to pay for a vessel to the Casey group, and the $100,000. 

Mr. Fuanacan. In other words, a quarter of a million additional 
a vessel, they were willing to pay, to get them ? 

Mrs. Konow. That is right. 

Mr. Franacan. Now, I notice that the next entry is on Sunday: 

Mr. Du called if any further news about the three T-2 tankers. 

That is on Sunday, the 18th. 

Mrs. Konow. Yes. I have it written down here; yes. 

Mr. Franagan. In other words, he was just inquiring as to what 
progress you were making ? 

Mrs. Konow. Progress. He inquired what happened to the negoti- 
ations, probably. 

Mr, Franacan. Did these Chinese indicate why they were so anx- 
ious to get these vessels ? 

Mrs. Konow. Well, at that time everybody was buying vessels and 
selling vessels. I don’t exactly remember what they ‘indicated; I 

can’t recall exactly. I knew they were buyers, and that is all I was 
worried about, that I got the buyer. 

Mr. Franacan. In any event, now, on Monday the 19th, your diary 
indicates that you were at. luncheon with Mr. Casey and Mr. Klein, 
and then at 2 o’clock you went back to your dee with Mr. Wasson, 
Mr. Wei, Mr. Chin, Mr. Chen, and Mr. Du. Now, was it on the 19th 
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that the Casey and Klein group agreed to make their vessels availal)|e 
to the United and China Trading group ? 

Mrs. Konow. It says so. 

Mr. Fuanacan. Do you recall now that that was the date the dea| 
was closed ? 

Mrs. Konow. Well, I will tell you why I thought it was closed 
Because I left them there and went back in my office, and when | 
returned, later in the afternoon, they seemed to be all so friendly 
together and feeling very comfortable, and they handed me a menio 
randum, and I left, and I thought the deal was closed. 

Mr. Franacan. What did the memorandum say / 

Mrs. Konow. I have it here. 

Mr. Fianacan. May we see that? We were anxious to see whit 
that says. 

Mrs. Konow. Yes. 

Senator McCarruy. Mr. Flanagan, may I interrupt you ¢ 

What do we have insofar as the time element is concerned? How 
uch time elapsed between the date the National Tanker received 
the vessels from the Maritime Commission and the transfer to the 
Chinese group ? 

Mr. Fianagan. I will quickly review the facts there, Senator. My 
recollection is, and I believe the record shows, that these tankers were 
allocated to the American Overseas Tanker Corp., which was more 
or less the parent company of the Casey group. These three vessels 
were allocated to them in the latter part of December 1947. Now 
we find that up to and through the 19th of January, Mrs. Konow, 
as a broker, works out an agreement between the two groups. 

Now I will go on. On the 22d of January, after they had agreed 
to turn these tankers over, then the Casey group came in with an 
amended application and said: 

Will you give us these tankers in the name of a new corporation, name'y, the 
National Tanker Corp., rather than in the name of the AOTC, where they have 
now been allocated? 

Senator McCarruy. Then am I correct in this, that the facts ws of 
this date would indicate that this was a sale to the Chinese group, 
who were just routing it through the Casey group ? 

Mr. Fuanacan. That is right. 

Senator McCarrny. That would be a strict violation of the law, 
would it not? 

Mr. Franacan. I don’t know at this point. There are many more 
facts involved here regarding the citizenship of the United group, 
which we will have to develop with Mr. Wasson, which will all bear 
on this question. 

Senator Hory. Mr. Flanagan, I am going to ask Senator McClellan 
to preside. I am going over to the Supreme Court to have sworn in 
a member of our staff, Mr. Howell Hatcher. 

Senator McCietan (presiding). Trying to follow the counsel: 
As I understand it, in December 1947, the ships had been allocated 
from the Maritime Commission to the parent company, the AOTC. 

Mr. F'tanaGan. That is correct, sir. 

Senator McCietian. The transaction as between that company and 
the Maritime Commission had not been consummated for the actual 
purchase and delivery of the title to the ships. 

Mr. Franacan. That is right. 
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Senator McCietLan. Pending that time, prior to the time title 
passed, these negotiations took place for the sale of the ships to the 
company. 

Mr. Franacan. To United Tanker. 

Senator McCietian. To United Tanker ; which company was under 
the financial control, at least, of the Chinese and foreign citizens. 

Mr. Fuanacan. That is right. 

Senator McCietian. All right. Now, I am trying to follow you. 
You are establishing a date here when, this memorandum indicates, 
the transaction was closed as between the Casey group and the United 
Tanker group. What date is that ? 

Mr. Franacan. January 19. 

Senator McCietian. January 19, 1948? 

Mr. FLANAGAN. Yes, sir. 

Senator McCie.ian. All right. Now, proceed. 

Mr. FranaGan. Do you have that memorandum, Mrs. Konow ? 

Mrs. Konow. I think somebody has taken it. 

Mr. Firanacan. Oh, this is it here. 

May I have an opportunity to look at it? 

This memorandum, Mrs. Konow, is unsigned and is dated January 
is. 1948. I will quickly read it into the record. 

Mr. Casey and Mr. Klein, on behalf of American Overseas Tanker Corp., have 
had discussions with the interests identified as United Tanker Corp., a Delaware 
corporation, relative to the sale of three tankers, the names of which are as 
follows: The Meacham, Kettleman Hills, and Antelope Hills, which have been 
assigned to American Overseas Tanker by the Maritime Commission and con- 
tract for the purchase is due to be signed on Saturday, the 24th. American 
Overseas Tanker is willing to consider the sale to United Tanker under the 
following conditions, subject to the approval of the Maritime Commission : 

American Overseas will form a new Delaware corporation for the specific 
purpose of taking title to these three ships. Interests connected with United 
Tanker Corp. will supply the down payment funds and either put up money for 
the breaking out expenses, including drydock, insurance, and so forth, or in- 
demnify the new company against this expense. The United group will then 
complete forthwith the terms of payment necessary to complete the purchase 
from the Maritime Commission by supplying the funds necessary and comply- 
ing with the terms impesed by the Maritime Commission. When payments have 
been completed and title has been transferred to the new company owners of 
the stock of the new corporation will agree to sell to United all of the stock in 
the new corporation for the sum of $450,000, plus $25,000 expenses, and will de- 
posit such stock in escrow against the $450,000, with you or with some agreed 
upon escrow agent. Any departure from this program must be agreeable to 
counsel for both parties, 
and it is dated January 18, 1948. 

Can vou tell us, Mrs. Konow, who made up that memorandum? 

Mrs. Konow. Mr. Flanagan, when I returned to the office, I got 
this, and T left, and that was all. 

Mr. Fnanacan. Who gave you that memorandum ? 

_ Mrs. Konow. Somebody. There were so many people at that meet- 
ing I don’t know who gave it to me. 

Mr. Franaaan. One of the people at the meeting? 

Mrs. Konow. One of the people? 

Mr. Franagan. Of the Casey group, or United group. 

Mrs. Konow. I just couldn’t remember it. 

Mr. Fuanacan. Who was present at the meeting? Do you recol- 
lect ? : ; 
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Mrs. Konow. That I have written down here. Mr. Wasson, Mi 
Wei, Dr. Chen, Mr. Chin, Mr. Du. 

Mr. FLanacan. Where was this meeting held? 

Mrs. Konow. In Mr. Wasson’s office. 

Mr. Fuanacan. Mr. Wasson’s office. 

Senator Nixon. Just a moment, Mr. Flanagan. As I understand 
it, then, the only representatives of the corporation who were present 
at this meeting were the Chinese; is that correct ¢ 

Mr. Fuanacan. Yes; and Mr. Wasson, the counsel for United 
Tanker. 

Senator Nixon. And Mr. Wasson. But the president was not there 
and the vice president was not there, both of whom were Americans. 

Mr. Fuanacan. Yes, sir. 

Senator Nrxon. The only representatives of United who were there 
were the Chinese, who were stockholders, and one of whom was secre 
tary / 

Mr. Franacan. That was later that he became secretary. 

Senator Nixon. I understand. And this memorandum was pre 
pared as a result of the conversations which took place at that meet 
ing ¢ 

Mr. FuanaGan. That is the testimony of Mrs. Konow. 

Mrs. Konow. That is my understanding; that is why I thought 
that the deal was consummated. And later on, | wasn’t interested | 
what happened. I had done my excellent work, and I was waiting to 
receive my moneys. 

Senator Nixon. That is right. I do not blame you a bit. The deal 
was consummated, in other words, with only the Chinese principals 
present, and their attorney. 

Mr. Konow. You see, Mr. Casey also was—— 

Senator Nrxon. But he was not a representative of the Chinese. 
The only representatives of the United group, what became the United 
group, were the Chinese and their attorneys. Is that not right / 

Mrs. Konow. That is what it says. 

Senator Nixon. That is what your diary says? 

Mrs. Konow. That is right. 

Senator Nixon. That is who you made the deal with, in other 
words ¢ 

Mrs. Konow. Those other people—— 

Senator Nrxon. That is what your diary shows? 

Mrs. Konow. That is right. Call it a notebook, really, Senator. 

Senator McCietxtan. May I ask you if this cman was 
handed to you signed by the parties? 

Mrs. Konow. No; it was not signed. That is the original. You 
have it right in your file. I have a couple of copies of it for myself. 

Senator McCuet.an. Do you know whether any copies of it wer 
signed by those who entered into the agreement ? 

Mrs. Konow. I have no knowledge ' of any copies signed. That is 
the only copy I got. And then I made myself in the last few days 
several copies to have. 

Senator Munpr. Did the rest of the transaction follow the terms 
set out in that memorandum / 

Mrs. Konow. In all sincerity, I have no knowledge of what hap- 
pened later. Because none of them talked to me about the deal an) 
more. 
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Mr. FLanacan, Our record in the case so far indicates, Senator, 
that this was followed practically in all details. 

Senator Munpr. Very well. 

Mrs. Konow. I was not at the meeting. Around 4 o'clock, as it says 
here, I went up and got this memorandum. I have not then seen for 
a long time any of them. 

Senator McCiettan. May I ask you this question: When this mem 
orandum was handed to you, and you left the meeting that day, were 
you under the firm impression that the transaction as between the 
Casey group and the United Tankers group, the Chinese there pres- 
ent, had been consummated, with a final definite firm agreement 

Mrs. Konow. I had the impression. Because when I mentioned to 
Mr. Casey $150,000 for each ship—— 

Senator McCie.nan. As of that moment you felt your commission 
had been earned ? 

Mrs. Konow. Yes; I certainly did. 

Senator Nixon. Mrs, Konow, in line with the chairman’s question, 
you did not feel that it was necessary, for example, to clear this deal 
with Mr. Lenfest and Mr. Sieling, did you, who were the president 
and vice president of the company ? 

Mrs. Konow. Frankly, that was none of my worries. I am really 
not a lawyer and know very little about the legal aspects. 

Senator Nrxon. Let me ask you this: How much did you get out 
of the deal ¢ 

Mrs. Konow. Well, it wasn’t as much. It got much less. But I 
was very happy. I got enough money. I am not complaining about 
the deal. 

Senator Nrxon. Yes. How much did you get? 

Mrs. Konow. I was paid in January 1949 the first payment. The 
first payment was made in January 1949, $10,000, 

Senator Munpr. Who paid that / 

Mrs. Konow. I believe it is United Tanker. I don’t know. I will 
have to look it up. I would have to look up my records. 

I only know I received moneys up to— 

Senator Munpr. Do you know how you received it? Was it in the 
form of a check, or in the form of folding money ? 

Mrs. Konow. Pardon me? 

Senator Munpr. Was it currency, or a check ? 

Mrs. Konow. Yes; a check. A check, indeed. 

Senator MoCiecttan. Will you look it up and enter in the record 
the date of the check and who it was from and the amount ? 

Mrs. Konow. Yes. 

Senator McCietian. And do that in each instance where you give 
an account of the commissions collected. 

Mrs. Konow. Yes. I rec eived a total of $27,986.68, and they are 
still paying me monthly $307.18, until 1955, in the summer. And one 
corporation, which was fully controlled and owned by myself, re- 
ceived a check of $33,334. 

Senator Nixon. How much in total do you expect to get out of the 
deal? Let us put it that way. 

You and your corporat ion together, I mean. 

Mrs. Konow. How much I expect / 

Senator Nixon. You and your corporation together. How much 
do you expect to get out of the deal ? 
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Mrs. Konow. I really expected to get out the whole amount. 
expected to get out $300,000. 

Senator Nixon. How much do you actually expect to get, the 
of that $300,000? 

Mrs. Konow. Right now? Still how much I will get ? 

Senator Nixon. No; all together, how much will you make out of 
the deal. 

Mrs. Konow. I believe after 1955 in the summer, it will amount to 
about a hundred-something. 

Senator Nrxon. A hundred thousand dollars? 

Mrs. Konow. About, I would say. 

Senator Nixon. Now, my question is this: After this meeting whic! 
took place in Mr. Wasson’s office, you, who expected to receive $300, 
000 but did actually get over a hundred thousand dollars, felt that it 
was not necessary to clear the transaction with anybody else than the 
Chinese; is thetright ? 

Mrs. Konow. The transaction on my commissions? 

Senator Nixon. The transactions to make the deal so that your co. 
missions could be paid. 

Mrs. Konow. I really didn’t feel—I didn’t know anything about 
clearing it with anybody except these people that were talking to me. 

Senator Munor. You thought your job had been completed ? 

Mrs. Konow. Yes: I ane the deal was completed and had no 
further worries about this deal 

Senator Munpr. Then did you actually do anything further after 
you got the memorandum, or had that really completed your job as 
you thought it had? 

Mrs. Konow. I was waiting to receive my moneys. But then the) 
said that the shipping market was starting to fall, and they were mj 
personal business relations, and I did not. press them for the money 

Senator Munpr. But you did not do any more work in the negoti 
tion after you got the memorandum ? 

Mrs. Konow. No; I have not done any further work on this deal. 

Senator Munpr. In other words, when you got the memorandum, 
you thought in your own mind you had earned the commission and 
your part tof the transaction was done ? 

Mrs. Konow. That is correct, sir. 

Senator Munpr. And actually you did not do anything further from 
that time on? 

Mrs. Konow. No; I have not done anything further from that time 
on. 

Senator Munpr. So that after the meeting with the Chinese, you 
thought, “This memorandum is good enough for me. Now I am going 
to get the money”? 

Mrs. Konow. That is correct, sir. 

Senator Nrxon. You knew, in other words, you were to get you! 
money from the United Tanker, the buyer? 

Mrs. Konow. Yes, sir. 


Senator Nrxon. And in view of the fact that the transaction was, 


I think we can fairly say, a fairly profitable one for you, you poreinly 
would not have closed the transaction unless you were sure that th 
people you were dealing with controlled United Tanker. Is that not 
correct ? 
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Mrs. Konow. The people who were dealing in this, the people I was 
dealing with, were United Tanker people. 

Senator Nrxon. They were United Tanker. These people who were 
present when this memorandum was made, in your opinion, were 
United Tanker? 

Mrs. Konow. Well, I knew that Mr. Wei was putting up the moneys 
in the company. 

Senator Nixon. And that therefore Mr. Wei could speak for the 
company, you felt ¢ 

Mrs. Konow. I felt he could speak. 

Senator Munpr. And your confidence, your judgment, was borne 
out by the facts. Because you did get your commission; not as much 
as you hoped for, but you did get vour commission as a result of the 
transaction ? 

Mrs. Konow. I got my commission. I am still getting my com- 
mission. 

Senator Munptr. When you told Senator Nixon that you thought the 
Chinese had authority to act because they put up the money, it is not 
just guesswork on your part. You did get your money ? 
~ Mrs. Konow. I am still getting it. 

Senator Munpr. So your judgment was correct. The Chinese were 
in control ? 

Mr. Ketiy. Excuse me, Senator. May I speak to Mrs. Konow? 

Senator McCretxan. Certainly. 

(Mr. Kelly confers with Mrs. Konow.) 

Mrs. Konow. Yes, I must say that if you would be kind enough 
to put it a little clearer to me, so that I would be a more helpful wit- 
ness. I am having a little difficulty to follow exactly what you are 
interested to know. So I have difficulties to answer and be ‘helpful 
to the committee. 

Senator Nixon. Yes. Any time you do not understand the ques- 
tion, just ask us to repeat it, and we will repeat it more slowly. 

Let me ask you this. Who was it who made the arrangement later 
which resulted in reducing the amount of your fee? 

Mrs. Konow. Well, reduci ing the fee? 

Senator Nrxon. From $300,000 to $100,000. That is a reduction, 
is it not? 

Mrs. Konow. Well, it was so that moneys were coming in in Janu- 
ary 1949, and I was just patient to wait for the moneys. And they are 
still paying moneys in this connection. 

Senator Nixon. But you do not expect to get $300,000, do you? 

Mrs. Konow. I have made this special deal with them. 

Mr. Fianacan. We will go into that, Senator, and into this whole 
matter. 

Before we leave this memorandum of January 19, I would like to 
put this in the record as an exhibit in the case, as exhibit 28. 

Senator McCietnan. It may be placed in the record as exhibit 28. 

(The document referred to was marked “Exhibit 28,” and will be 
found in the appendix on p. 698.) 

Mr. Fuanacan. As this memorandum clearly indicates, on the 
19th of January 1948, it was agreed between the Casey group and the 
United group that they would turn over their tankers for $450,000 
plus $25,000 expenses, and that all the costs of breaking out the ves- 
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sels, plus the payment to the Commission for the vessels, would be 
borne by the United Tanker group. That is what it amounts to. 

Now, Mrs. Konow, with regard to the arrangements which you 
made for payment for your services in getting these vessels, I will 
direct your attention to a memorandum or a letter, an agreement, 
dated February 3, 1948. This is merely a copy. It is addressed to 
you by the United Tanker Corp. And in effect, it states, as follows. 
I will read all the parts of it: 

We wish to confirm our agreement covering your compensation for services 
to be performed by you as consultant and broker in connection with our opera 
tion of the steamship Antelope Hills, the steamship Kettleman Hills, and the 
steamship Meacham, and such other tankers as we may acquire. 

You agree to advise us with respect to the operation and chartering of such 
tankers and to assist us in obtaining cargoes for such tankers, during the period 
of 5 years commencing with our tak.ng of possession of the three tankers re- 
ferred to above. United Tanker Corp. agrees to pay you for your services 
$30,000 on December in each of the years 1948, 1949, 1950, 1951, and 1952. 

In other words, they agreed to pay you $30,000 a year for 5 years, 
or $150,000. 

Mrs. Konow. That is correct. 

Mr. FuanaGan. That is, United Tanker. And you confirmed that? 

Mrs. Konow. That is correct. 

Senator McCirtian. May I ask you: Is that in addition to the 
commission you were to receive for negotiating the transaction / 

Mrs. Konow. No, sir; I wouldn’t have been that successful. 

Mr. FianaGan. This is how she got her commission, this method. 

We will place that in the record as an exhibit. 

(The letter dated February 3, 1948, was marked “Exhibit 29” and 
will be found in the appendix on p. 698.) 

Senator McCLetian. Just a moment. That only amounts to $150,- 
000. I understand the commission was to be $300,000. 

Mrs. Konow. Yes, I had a corporation at that time called the 
Wonok, W-o-n-o-k Corp., and that corporation was supposed to obtain 
so much moneys, which would come to $150,000, also over a period 
of time. 

Mr. FLranacan. We will go into that. 

Senator McCiettan. Just for a moment, then, to make it clear: 
As I understand it, you were personally to receive $150,000 in com- 
missions, and your company an additional $150,000, making the total 
of $300,000 commissions that were to be paid by the United Tankers?! 

Mrs. Konow. That is correct. 

Mr. FianaGan. Now, the situation stands on this February 3 agree 
ment that the United Tankers agreed to pay you $30,000 for 5 years; 
$150,000. Correct ? 

Mrs. Konow. That is correct. 

Mr. Fianacan. Now, I have here another agreement, dated Feb- 
ruary 18, 1948, which is addressed to the Wonok Corp., of New York. 
Will you tell us what is the Wonok Corp. ? 

Mrs. Konow. The Wonok Corp. was organized to be a shipping 
company, and it was fully owned by me, a hundred percent of the 
stock, and at that time I was very ambitious, and I hoped that from 
these moneys which will come in there, one day I will be able to make 
a nice little shipping company. 

Mr. FLanacan. In other words, Wonok is your corporation ? 

Mrs. Konow. It was. It is sold since. 
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Mr. Franacan. It was your corporation at that time. You con- 
trolled it. You owned it? 

Mrs. Konow. Yes. 

Mr. FuanaGan. This agreement of February 18, 1948, addressed 
to the Wonok Corp. and confirmed by Wonok, is signed by the China 
Trading & Industrial Corp. 

Mrs. Konow. That is possible. 

Mr. Fuanacan. And in substance, it agrees as follows: 

This will confirm our understanding and agreement that in consideration 
of the services rendered and to be rendered by you on our behalf in securing 
directly or indirectly the possession of three T-2 tankers, namely, the steam- 
ship Antelope Hills, steamship Kettleman Hills, and the steamship Meacham, 
by the United Tanker Corp., we agree to pay you in such connection and with 
regard to each of such tankers the sum of $50,000 in cash, of which the sum 
of $16,667 in cash shall be payable when possession of each ship is taken 
directly or indirectly by the United Tanker Corp.; the sum of $16,606 in cash 
6 months thereafter, and the sum of $16,000 in cash 1 year from such date 
of possession, 

But in effect, this agreement says that China Trading agrees to 
pay Wonok, which is your corporation, $50,000 per vessel. 

Mrs. Konow. That is right. 

Mr. FranaGan. Which is an additional $150,000. 

Mrs. Konow. That is correct. 

Mr. Franacan. Now, can you tell us why China Trading, which 
was at that time I believe a Chinese corporation or a Hong Kong 
corporation, agreed to pay you $150,000 ¢ 

Mrs. Konow. I just don't know. That I don’t know. Wasn’t that 
still a commission on the three vessels? 

Mr. Franacan. On the three vessels. 

Senator Nrxon. Mr. Flanagan, did I understand you to say that 
China Trading is a foreign corporation ? 

Mr. Fuanacan. There are several China trading corporations. 
This one was a foreign corporation, to the best of our knowledge. 

Senator Nrxon. Who prepared that document / 

Mr. Fuanacan. We don’t know who prepared it. I was just going 
toask Mrs. Konow that. 

Senator McCrieiian. Let us get these documents straight. Was 
the other letter that you referred to a moment ago made an exhibit / 

Mr. Fuanacan. Yes: that was made an exhibit. 

Senator McC LeLtan. That was made exhibit 29? 

Mr. FuanaGan. Exhibit 29. And we will make this agreement of 
February 18, 1948, between China Trading and Wonok exhibit No. 30. 

Senator McCievtan. It will be placed in the record as exhibit 30. 

(The letter referred to was marked “Exhibit 30” and will be found 
in the appendix on p. 699.) 

Senator Munpr. Who prepared the agreement ? 

Mr. Franacan. We don’t know. I am going to ask that. 

Do you know who prepared these agreements ? 

Mrs. Konow. I can’t recall it, but maybe it is from Mr. Wasson’s 
office. But I am not so certain. 

Mr. FuanaGan. Well, did Mr. Wasson give you the two agreements ? 

Mrs. Konow. It is possible that his office has prepared it for me. 

Mr. Franacan. It was prepared by some lawyer. 


It was not your 
lawyer, was it? 
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Mrs. Konow. I don’t believe it was prepared by my lawyer. 

Mr. Firanacan. And your best recollection now is that Mr. Wasson 
prepared both agreements? 

Mrs. Konow. That is my best recollection. 

Senator Nrxon. He gave them to you, did he? He delivered them 
to you? 

Mrs. Konow. Maybe they picked it up or sent it up to my office. 

Senator Nrxon. Where did you pick it up? How did you get it / 

Mrs. Konow. I can’t remember. I only know that I got it. And it 
is most likely Mr. Wasson 

Senator Nixon. Let me ask you this. Did you discuss this method 
of payment with Mr. Wasson ¢ 

Mrs. Konow. I only said that I would be very glad to postpone 
payment the way it is agreeable to them. 

Senator Nixon. And then Mr. Wasson said that he would arrange 
to have half of the payment made through United and half through 
China Trading? That isthe way it worked out? 

Mrs. Konow. No. lorganized the Wonok Corp. 

Senator Nixon. But you see, half of this payment came from United, 
and half of the paynient came from China Trading. 

Mrs. Konow. In all sincerity, I don’t know about that. Now | 
realize that you are right. It came from China Trading. 

Senator McCarruy. You must have had some conversation wit! 
someone about this, did you not ? 

Mrs. Konow. From where the money would come / 

Senator McCarrny. Yes. 

Mrs. Konow. I never had conversation about from where the money 
would come. Because, frankly, it never interested me from where 
comes. The main thing was that it was coming. 

Senator Munpr. Actually, it did not make much difference, did it, 
Mrs. Konow ¢ 

Mrs. Konow. To me it really didn’t make any difference. 

Senator Munpr. Because the officers of one corporation were the 
oflicers of the other, and the stockholders of one were the stockholders 
of the other ; so it came from the same source. 

Mrs. Konow. Senator, I never cared from where the money came. 
I am very sorry, but that is all I can tell you. 

Mr, Franacan. So at this point, you have an agreement with United 
Tanker to get $150,000 for your services in getting the ships, and you 
have a second agreement with China Trading to get $150,000 for 
getting the same ships, or a total of $300,000 ; correct ? 

Mrs. Konow. Yes. 

Mr. FLanaGan. We will then turn to an agr eement you entered into 
on December 7, 1949, which was almost 2 years after you had made 
these original agreements. 

Do you recollect the agreement of December 7 that you entered int 
with the United Tanker C orp. ¢ 

Mrs. Konow. Yes; I do. 

Mr. FLANaGan. We will make this agreement of December 7 an 
exhibit in the record. 

Senator McCretian. It will be made exhibit 31 in our record 

(The letter referred to was marked “Exhibit 31” and will be found 
in the appendix on p. 700.) 
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Mr. Fuanacan. Now, in effect, Mrs. Konow, this final agreement 
that you entered into with United extinguished all your other agree- 
ments; did it not? : 

Mrs. Konow. One is not totally wiped out. This agreement of 
$307.18 a month is still on. 

Mr. Fianacan. But in effect this December agreement provides that 
if you will turn over the stock that you then owned in American 
Viking Corp.—— 

Mrs. Konow. I wanted for my shares in the American Viking Corp., 
in Wonok Corp, $300,000. | 

Mr. Fianacan. In other words, if you would turn over your Amer- 
ican Viking stock and your Wonok stock, to the United Tanker group, 
they would pay you $300,000; is that correct ¢ 

Mrs. Konow. That was my price for my stock. 

Mr. FLanacan. And you would extinguish these“ober two agree- 
ments that you had with China Trading and with United? 

Mrs. Konow. You mean to say that I would forgive them the 
moneys they owe me? 

Mr. Fuanagan. Yes. 

Mrs. Konow. Yes, except there was some amount going further. 

Mr. Fuanacan. Except this. You would get $300,000, and you did 
get $300,000 2 

Mrs. Konow. I did get $300,000. 

Mr. Fuanacan. They agreed in this December agreement to put 
you on the payroll of American Viking at $20,000 a year ? 

Mrs. Konow. That is my company. 

Mr. Fuanacan. Yes. But you sold the stock. 

Mrs. Konow. I know many companies people have sold stocks of, 
and they are still president in their companies. Even Mr. Fairless 
in the United States Steel Co. doesn’t control all the shares. 

Mr. FuanaGan. Yes; but they agreed for a period of 5 years they 
would pay you $20,000 a year, didn’t they, from American Viking? 

Mrs. Konow. That is about what they are paying. 

Mr. FLanacan. Ave you now getting paid $20,000 a year? 

Mrs. Konow. About sixteen-hundred-and-some-odd dollars a year. 

Mr. Franacan. Oh, around $20,000 a year. And you are president 
of American Viking? 

Mrs. Konow. I certainly am. 

Mr. Fuanacan. And although American Viking today is entirely 
controlled by United Tanker ? 

Mrs. Konow. American Viking is today a fully owned subsidiary 
of United Tanker; that is correct. 

Mr. Franacan. What duties do you perform as president, if any? 

Mrs. Konow. Well, I think I am a very useful president. I initi- 
ated the whole company. I organized it in 1944. And the company 
has done very nicely. And I am very active, being always around 
when they need me. They consult me on insurance. 

Mr. Fuanacan. Have they needed you since they took over the 
corporation ? 

Mrs. Konow. Do they need me? I hope they do. I mean, I would 
be very unhappy if they would not need me any more. 

Mr. FiranaGan. Since United Tanker took over the stock, have you 
been actively engaged in managing the company as president of it? 
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Mr. Konow. No; I am not working any more as hard as I used to 

Mr. FLanaGan. But you are still collecting the $20,000 a year! 

Mr. Konow. I am collecting the moneys, ‘and I am constantly in 
touch with the group. 

Mr. Fuanacan. No, also, in addition to this $20,000 a year that you 
are getting from American V iking, they y agreed, did they not, to pay 
you $307.18 a month from United Tanker, and they would continue 
those payments until May of 19554 

Mrs. Konow. That iscorrect. They are paying me $307.18, and it is 
secured by United Tanker, and I will get that money until 1955. 

Mr. Franacan. Do you perform any services for that money with 
United Tanker ? 

Mrs. Konow. For the $307.18¢% I don’t think so. 

Mr. FLuanaGan. That is just part of this agreement ! 

Mrs. Konow. Yes. 

Mr. FLanaGan. So then when we boil it all down, you extin 
guished your two original agreements, which would provide you with 
$300,000. You turned your stock in American Viking over for $300, 
000, which you got. You enter into a 514 vear contract with America 
Viking at $20,000 a year, and into a contract at $307.18 a month wit 
U cited, tab antil Mavof 1955 ¢ 

Mrs. Konow. That is about how it looks, ves. 

Mr. FianaGan. So when all is said and done, for what you did 
as a broker and for turning your stock of American Viking and 
Wonok over, you are going to collect a little over $400,000 ¢ 

Mrs. Konow. That is it. Not more, I am sorry to say. Because if 
I had kept my American Viking shares, they might have been worth 
$2 million today. 

Mr. Fianacan. But you are collecting $450,000, roughly, for the 
whole transaction. : 

Senator McCLetian. Any other questions? There are no furthe: 
questions. ‘The witness is excused, with the thanks of the committee. 

Mr. Konow. I want to thank you very much. And it was the thrill 
of my life. 

Mr. FranaGan. Mr. Houston Wasson. 

Mr. Wasson, will you give us copies of your statement ? 

Senator McCarruy. Mr. Chairman, before this witness is sworn: 
It isnow 12:05. I would like very much to be here while he is testify- 
ing. I have a dental appointment at 12:15. I assume we will recess 
fairly soon anyway. 

Senator McCriettan. May I inquire: Do you have a prepared 
statement / 

Mr. Wasson. I do, Senator. 

Senator McCretxan. Is it very long? Can we provide you with a 
copy of it, Senator, and let him read this? 

Senator Hoey, the Chairman of the subcommittee, had in mind to 
hold until about 12:30 and then recess until 2:30 this afternoon. So 
I assume that if you could have a copy of the statement, you could 
read that while the dentist is working on your tooth. 

All right. You will stand and be sworn. Put up your right hand. 
Do you solemnly swear that the evidence that you give in this 
inquiry shall be the truth, the whole truth, and nothing but th 

truth, so help you God ? 

Mr. Wasson. I do. 
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Senator McCiettan. If you have a prepared statement, you may 
identify yourself for the record and proceed. 


TESTIMONY OF HOUSTON H. WASSON, ATTORNEY, LOVEJOY, 
MORRIS, WASSON & HUPPUCH, NEW YORK CITY 


Mr. Wasson. My name is Houston H. Wasson. I am a member of 
the law firm of Lovejoy, Morris, Wasson & Huppuch, having offices at 
52 Wall Street, New York City. 

1 would like first to ¢ ‘larify the services we performed in connection 
with the matters under inquiry by this committee. We did not rep- 
resent American Overseas Tanker Corp., or its stockholders, the so- 
called Casey Group, in their successful application to the Maritime 
Commission for an allocation of tankers. We have not re presented 
any successful applicant for an allocation of tankers from the Mari- 
time Commission. 

We had no connection of any kind with the transactions involving 
the purchase and sale of five Panamanian flag tankers by American 
Overseas Tanker Corp. We did not represent ‘either American Over- 
seas ‘Tanker Corp. or its stockholders in the organization of National 
Tanker Corp., or in the sale to United Tanker Corp. of their Bee rest 
in the three United States flag tankers allocated to them by the 
Maritime Commission, or in any transaction. 

We have acted as counsel for United Tanker Corp. since its or- 
ganization on December 10, 1947. Our services have been the normal 
services of attorneys, billed to our clients in the usual way, and divided 
among the members of our firm in the same manner 
fees we receive. 

We have never owned stock in any of the companies involved, have 
never been paid by them on a contingent basis, have never received 
commissions on any purchases or sales of tankers, and have — 
received any form of compensation except our usual charges for legal 
services. 

United Tanker Corp. entered into an agreement on January 24, 
1948, with National Tanker Corp. to finance the purchase of three 
tankers allocated by the Maritime Commission to American Overseas 
Tanker Corp., and to charter such tankers for 10 years under the cus- 
tomary form of bareboat charter. United Tanker on the same date 
also obtained an option to purchase the stock of National Tanker 
Corp., which was the company formed by the stockholders of Ameri- 
can Overseas Tanker Corp. to take title to the three United States 
flag lass acasnallte Kettleman Hills, steamship Meacham and 


steamship Antelope [Hills—allocated to it by the Maritime Com- 
mission. 


as any other 


Thus, in the transactions which this committee is investigating, 
United Tanker had nothing to do with the allocations made by the 
Maritime Commission. Its only dealings were with the group to 
which the Maritime Commission had already allocated the vessels. I 
believe that the documents which already have been received in these 
hearings demonstrate that United Tanker Corp. has acted openly 
and properly, and has made every appropriate effort to assure itself 


that its actions had the approval of the United States governmental 
agency concerned. 


95335—52 20 





300 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


I would like to discuss three matters affecting United Tanker er. 
on which particular stress has been laid during these hearings: (|) 
The organization of United Tanker Corp.; and its status as a U nite d 
States citizen; (2) the arrangements between United Tanker Corp. 
and stockholders of American Overseas Tanker Corp.; and (3) the 
organization of the China International Foundation, Inc., the chari- 
table foundation which now owns all of the common stock and most 
of the preferred stock of United Tanker Corp. 


1. ORGANIZATION OF UNITED TANKER CORP. AND ITS STATUS AS A UNITED 
STATES CITIZEN 


In November 1947, I was approached by representatives of China 
Trading and Industrial Development Corp., a Chinese poeeiration, 
regarding their desire to purchase or charter tankers or to invest t! 
necessary funds for the purchase of tankers in a United States cor- 
poration to be managed and controlled by experienced United States 
shipping people. I discussed the matter with Mr. Harold C. Lenfest. 
who had been a client of our firm. He was interested in the matte: 
and also introduced me and the representatives of China Trading to 
Mr. Walter H. Sieling and Mr. Arthur M. Tode. United Tanke: 
Corp. was organized as a joint effort of these three United States 
citizens, all of whom had had experience in the shipping field, and 
China Trading and Industrial Development Corp. Messrs. Lenfest, 

Sieling, and Tode held the controlling stock of United Tanker Corp., 
purchased at a nominal price. Their contribution was to be in sup 
plying the knowledge and ability required to operate and manage thie 
enterprise. China Trading provided the initial capital of $2,000, and 
additional funds amounting to about 20 percent of the total financing 
ultimately required. 

The Maritime Commission received a complete statement as to the 
organization of United Tanker Corp. and the arrangements whic: 
it contemplated for the investment of Chinese capital in United States 
shipping. The arrangements were fully described in the applicatio 
filed by United Tanker Corp. on December 11, 1947, with the Maritini 
Commission seeking the allocation of two T-2 tankers. I believe t 
application has been received as an exhibit in these hearings. 

The application pointed out (a) that substantially all the capital of 
United Tanker would be provided by China Trading; (6) that 
additional funds required would be borrowed either from China 
Trading or from the National Resources Commission of China or 
commercial banks; (¢) that the secretary and treasurer of United 
Tanker would be C. C. Wei, a young Chinese engineer who had 
been in the employ of the National Resources Commission of C hina 
prior to becoming an officer of China Trading, and (d) that tl 
tankers, if obtained, would be chartered to the National “ova 
Commission of China, or one of its subsidiaries, to carry oil from 
Persian Gulf ports to Chinese ports. 

It was the opinion of our firm in 1947, and it is still our opinior 
today, that the investment of Chinese capital in United Tanker Corp 
violated neither the spirit nor the letter of the provisions of the ap 
plic able shipping statutes. 

The purpose of the Shipping Act of 1916, as amended, was to pr 
serve control of United States flag vessels in U nited States citize: 
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so that the vessels would be available to the United States in times 
of war or national emergency. I believe this purpose has been fully 
served in the case of United’ Tanker Corp., the control of which has 
been at all times in the hands of its United States citizen board of 
directors and stockholders. The physical operation of its vessels has 
been in the hands of experienced American operators specifically ap- 
proved by the Maritime Commission. Today, and for some time past, 
all of the vessels owned by subsidiaries of United Tanker Corp. 
are operated by Sieling & Jarvis Corp. During the last war, Sieling 
& Jarvis were general agents for the War Shipping Administration. 
They have also been specifically approved as operator of the United 

Tanker vessels by the Maritime C ommission. 

China Trading was ready to assist in financing the purchase of 
tankers because it wished to make them available to Chinese Petroleum 
Corp., a subsidiary of the National Resources Commission of China, 
a branch of the Nationalist government of China. An application 
for the purchase of tankers to ) be transferred to Chinese flag was filed 
by China Trading with the Maritime Commission at the same time 
that United Tanker Corp. filed its application. Our firm sent both 
applications to the Commission under the same covering letter ex- 
plaining that the applications were in the alternative and that any 
te ankers ‘allocated would be chartered to the National Resources Com- 
mission of China. The application filed by China Trading had the 
support of the Chinese Embassy and our own State Department. 

While these applications were not acted upon, we received from the 
Maritime Commission expressions of regret that the applications had 
been filed too late and assurances that the applications would be given 
the most serious consideration if more tankers became available. 

At no time did any representative of the Maritime Commission 
raise any question as to the citizenship of United Tanker or express 
any objection in principle to allocating tankers to United Tanker. 
On the contrary, counsel for the Maritime Commission on February 
3, 1948, gave us a written opinion confirming that United Tanker 
Corp. complied with the citizenship requirements of the Shipping 
Act of 1916. 

There has been considerable discussion in these hearings as to 
whether counsel for the Maritime Commission had reviewed the appli- 
cation of United Tanker and was familiar with the investment of 
Chinese capital in United Tanker at the time of giving this opinion. 
The answer to these questions is contained in the opinion itself which 
refers to the examination of the application of United Tanker and 
quotes from the application the statement that substantially all the 
capital is to be provided by China Trading. 


ina 


ion. 


ARRANGEMENTS BETWEEN UNITED TANKER CORP. AND STOCKILOLDERS 
OF AMERICAN OVERSEAS TANKER CORP. 


When it became apparent that it was unlikely that United Tanker 
would obtain a direct allocation of tankers from the Maritime Com- 
mission, it sought to obtain tankers by charter or purchase from more 
successful applic ants, or from persons already owning tankers. In 
early 1948 there were a number of persons who had ‘Deen allocated 
tankers by the Maritime Commission who found that they could not 
finance them when the major oil companies stopped making bareboat 
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charters. The successful applicants, however, held an asset of value 
in the mere fact of a Maritime Commission allocation. In the winter 
of 1947-48 a tanker was worth more than the fixed price at which 


Congress had directed the Maritime Commission to sell tankers. Some 


attempted to preserve this asset by finding partners to assist in the 
financing. Others sought to realize on this asset by selling out entirely, 
United Tanker was approached by a number of brokers. suggesting a 

variety of possible financing and chartering deals in the ear ly winter 
of 1948. 

Anyone who purchased tankers from the Maritime Commission in 
the winter of 1947-48 benefited from the excess of the market value 
above the statutory sales price. This benefit was just as much present 
in the case of those who purchased and retained tankers as in the 

case of those who realized their profit by disposing of their tankers. 
The major oil companies who purchased the bulk of the surplus tank- 
ers received the same benefit per tanker as the small ship operator. 
The Maritime Commission could not avoid this result, since it was 
required to sell tankers at a fixed price. During the last 5 years I un 
derstand that the market value of a United States flag T-2 tanker has 
fluctu: ited between about $800,000 and $2,500,000. 

Mr. Casey and Mr. Klein, two of the stockholders of American 
ete Tanker C orp., were introduced to representatives of United 
Tanker by Mrs. Konow at a meeting held in our office on January 19, 
1948. After some further negotiations, agreements were entered into 
on January 24, 1948, by whic h United Tanker C orp. agreed to finance 
the purchase of the three tankers, and in return was to receive 10-yea1 
bareboat charters of the tankers and an option to purchase the stock 
of National Tanker Corp., the company formed by the American 
Overseas T oe Corp. stockholders to take title to the tankers from 
the Maritime Commission. 

Before concluding the agreement with National Tanker Corp.. 
United Tanker insisted that the proposed transactions be fully ‘pad 
closed to the Maritime Commission. Testimony has already bee 
introduced that this was done. Both in the chartering agreement and 
in the stock option agreement, National Tanker and its stockholders 
represented that the subject matter of the agreements had been dis 
cussed with members of the Maritime Commission, who advised that 
there was no objection to the carrying out of the agreements. On 
February 13, 1948, Admiral Smith, the then Chairman of the Mari 
time Commission, told the House Committee on Merchant Marine and 
Fisheries of the arrangements between the stockholders of American 
Overseas Tanker Corp. and United Tanker Corp., referring specifical]) 
to (a) the bareboat charters to United Tanker, (0) the option, and (c) 
the investment of Chinese capital in United Tanker. Admiral Smith's 
testimony was given 214 months before the delivery by the Maritiny 
Commission of the first of the three vessels concerned. 

In addition, the 10-year bareboat charters on the steamship Aett/: 
man Fills and the steamship Meacham to United Tanker were sub 
mitted to the Maritime Commission at the same time that approval! 
was requested for the charters of the two vessels by United Tanker to 
China Trading and in turn by China Trading to Chinese Petroleum 
Corp. The latter charters, which were to noncitizens, were approve 
by formal orders of the Commission issued pursuant to section 9 of 
the Shipping Act. 
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It is, therefore, clear that prior to the transfer of title to the vessels 
from the Maritime Commission to National Tanker Corp., the Com- 
mission knew of the arrangements between United Tanker Corp. and 
National Tanker Corp. and the charters made by United Ttanker 
Corp. to carry oil from Persian Gulf ports to Chinese ports. 

United Tanker Corp., during 1948 and 1949, acquired the stock of 
companies which purchased six tankers from the Maritime Commis- 
sion, including the three tankers allocated to American Overseas 
Tanker Corp. The funds required amounted to over $11 million, 
including the mortgages given to the Maritime Commission. Of this 
amount China Trading provided about 20 percent. The Maritime 
Commission sold the six tankers at the full statutory sales price. The 
mortgages which it took back on four of the tankers have been paid 
up to date. 

Two of the six tankers were chartered for the use of the Nationalist 
Government of China, as set forth in United Tanker’s original applica- 
tion to the Maritime Commission, until the spring and summer of 1949 
when the Nationalist Government was no longer able to obtain dollars 
to pay charter hire. Other charters of these and the other four tankers 
have been mostly to United States major oil companies and to British 
oil companies, with some charters, mostly on a single voyage basis, to 
French, Italian, Swedish, German, Argentine, Ryssi: in. and Mexican 
charterers. ‘Two of the tankers were sold in 1951. The four remain- 
ing tankers are now under charter to United States oil companies, two 
being under long-term charters to Gulf Oil Corp., and two being 
chartered on a voyage-to-voyage basis, the next voyages being for Esso 
Standard Oil Co. All of the tankers are included in the voluntary 
pool of tanker owners making their vessels available to the Military Sea 
Transportation Service of the United States. 


3. THE ORGANIZATION OF THE CHINA INTERNATIONAL FOUNDATION, INC. 


The foundation was incorporated on June 4, 1948, as a nonprofit 
membership corporation asda the laws of the State of Delaware. 
China Trading donated its holdings of class A stock of United Tanker 
Corp. to the foundation, and also gave the foundation about $20,000 
in cash, part of which constituted the purchase price for shares of 
class B stock of United Tanker acquired by the foundation. Subse- 
quently, the class A and class B stock were reclassified into one class 
of common stock, all of which is now owned by the foundation. 

The foundation was organized after the arrangements for the 
acquisition of tankers by United Tanker Corp. had been completed and 
after United Tanker Corp. had already been approved as a United 
States citizen by counsel for the Maritime Commission. The organi- 
zation of the foundation did not affect the tax status of United Tanker 
Corp. Noclaim for exemption of United Tanker Corp. from the pay- 
ment of taxes has ever been made. 

Since its original acquisition of the stock of United Tanker Corp., 
the foundation has received gifts and dividends amounting to an 
aggregate of about $280,000. “Tt has had virtually no overhead ex- 
penses, and its income is thus almost entirely available for expendi- 
tures for charitable purposes. It has provided fellowships for Amer- 
ican and Chinese students at universities in this country, has 
supported teacher training courses conducted by the Board of Eduea- 
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tion of New York City and China Institute in America, has maid, 
gifts to libraries in Formosa, and has supported other philanthrop), 
endeavors. The present trustees of the foundation are: Dr. Magnus 
Gregersen, Dr. Edward H. Hume, Mr. Newbold Morris, and Mr. 
Arthur M. Tode. 

All of the members, trustees, and officers of the foundation an 
United States citizens. The foundation owns all of the common stock 
of United Tanker Corp. and, through a wholly owned subsidiary, 
11,750 shares out of a total of 15,300 outstanding shares of nonvoting 
preferred stock. The only foreign interest remaining in United 
Tanker Corp. is the 3,550 shares of nonvoting preferred stock (less 
than 25 percent of the total now outstanding) held by United Seew 
ties Corp., a Liberian corporation with Chinese stockholders. 

The original foreign investment in United Tanker Corp. has thu: 
been almost entirely repaid. The major outside financial interest 1) 
the United Tanker vessels is that of the Maritime Commission, whic) 
holds mortgages on four tankers aggregating about $4 million. The 
United States Government has received the full statutory sales price 
of the vessels in cash or partially in mortgages on which all insta!) 
ments to date have been paid. The tankers are under United States 
flag, controlled by United States citizens, operated by United State: 
citizen operators, chartered to United States oil companies, and avai! 
able in every way to the United States in time of war or national! 
emergency. 

Thank you. 

Senator Hory. Thank you, Mr. Wasson. 

The committee will take a recess now until 2:30, and we will ask 
you to return st that time for questioning. 

(Whereupon, at 12: 30 p. m., a recess was taken until 2:30 p. m., this 
same day.) 


AFTERNOON SESSION 


Senator Hory. The committee wil come to order, per 
Mr. Wasson, will you please come back to the stand. 


TESTIMONY OF HOUSTON H. WASSON, ATTORNEY, LOVEJOY. 
MORRIS, WASSON & HUPPUCH, NEW YORK, N. Y.—Resumed 


Mr. Wasson. Yes, sir. 

_Senator Hoey. Mr. Flanagan, you may proceed with the examina 
tion. 

Mr. Franacan. Mr. Wasson, will you explain to the committee 
exactly how the law firm of, I believe the name at that time was Post, 
Morris & Lovejoy, became retained and who retained them at the 
very beginning of these transactions? 

Mr. Wasson. I believe it was the latter part of November 1°47 
when two representatives of China Trading came to see me in m) 
office. They were not employees of China Trading, but employees of 
another corporation which China Trading had requested to act as con- 
sultants in connection with their attempts to obtain tankers to charter 
to Chinese Petroleum Corp. 

Mr. Firanacan. Who were these people? 

Mr. Wasson. Their names are P. T. Chin and Darfoon Du. 
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Mr. Fuanacan. Is that the Mr. Du that Mrs. Konow was talking 
about this morning ? 

Mr. Wasson. Yes. 

Mr. Fitanacan. How does Mr. Chin spell his name? 

Mr. Wasson. C-h-i-n. 

Mr. Fuanacan. Yes. At that time what did they want? Why 
did they come to your law firm ? 

Mr. Wasson. They came to us because we had for about a year rep- 
resented the company with which they were then associated, a com- 
pany called China Motor Corp., which was a Delaware company that 
was engaged in manufacturing refrigerating units in a manufacturing 
plant at Linden, N. J., and also carried on some export-import trade. 
So I had become acquainted with these gentlemen through our repre- 
sentation of that company, and they came to me simply for legal 
advice. 

Mr. Franacan. What legal advice were they seeking at that time? 
What was their problem or ‘their question ? 

Mr. Wasson. At that time my recollection is that they had already 
been down to the Maritime Commission and had talked to someone 
there and had received copies of the regulations of the Commission 
and the application forms for making ‘application to the Maritime 
Commission for T-2 tankers. It is difficult to recall just how muc . 
was discussed at the first meeting and how much at the second, and 
so forth, but my general recollection is that Mr. Chin and Mr. Du 
explained to me at the time that friends of theirs in China Trading 
& Industrial Development Corp., which was a Chinese corporation, 
had been trying for some time to obtain tankers to charter to Chinese 
Petroleum Corp., which is a subsidiary of the Nationalist Government 
of China. My recollection is that they said that they had tried to 
charter tankers from various tanker owners and that tankers were 
in very short supply and that it was practically impossible to obtain 
tankers. ‘This was late in November 1947. 

Mr. Franagan. And China Trading & Industrial Development 
Corp. was the organization that wanted these tankers, right ? 

Mr. Wasson. They wanted the tankers so that they could charter 
them to Chinese Petroleum Corp. The end user was Chinese Petro- 
leum Corp. 

Mr. Fuanagan. But. the organization receiving the tankers was- 

Mr. Wasson. China Trading. 

Mr. FuanaGan. With Mr. Chin and Mr. Du in as representatives of 
China Trading ? 

Mr. Wasson. At that time they were representatives of China Trad- 
ing. 

Mr, FLuanacan. At that time your law firm was giving whatever 
advice you were giving 

Mr. Wasson. To China Trading. 

Mr. Fuanacan. Advice to China Trading and they were your 
clients # 

Mr. Wasson. That is right. 

Mr. Fuanacan. Prior to this time had China Trading been your 
client ? ; 

Mr. Wasson. No; I had never heard of China Trading prior to this 
time. My recollection is that at that first meeting I was told by Mr. 
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Chin and Mr. Du that there was a possibility that tankers might be 
allocated to foreign corporations by the Maritime Commission, that 
there were also tankers that might be allocated to American corpora 
tions. I was told that China Trading wanted to obtain the use of 
tankers so that they could charter them to Chinese Petroleum. Their 
first preference was to purchase tankers themselves, to be transferred 
to Chinese flag. I say that was their first preference. I suppose it 
was really their second preference, because they had first tried 
charter tankers directly from other people. Their third preference 
was to invest money in a United States corporation which could qualify 
as a United States citizen under the regulations of the Maritime Con 
mission 

Mr. FLanacan. They had this conversation with you at the time 
of your first meeting ? 

Mr. Wasson. Mr. Chin and Mr. Du, yes. I say that is my general 
recollection. I can’t be sure whether it was the first meeting. 

Mr. Fiuanacan. In any event, the first two or three meetings that 
you had. 

Mr. Wasson. Yes; that is right. 

Senator Nrxon, At that point, as I understand, Mr. Wasson, these 
were clients that you brought into the firm yourself? 

Mr. Wasson. That is correct. 

Senator Nixon. They were your clients ? 

Mr. Wasson. That is correct. 

Senator Nixon. Were you a partner in the firm at that time ? 

Mr. Wasson. I was. 

Mr. FLanacan. Who is this China Trading? Can you give us sone 
of the background, what their activities and purposes were, and so 
on?’ You have referred to them quite often as you have gone along. 

Mr. Wasson. Of course all of my information on this is second 
hand, but this is my general understanding. 

Senator Nixon. Before you answer that question, did you late 
represent China Trading itself ? 

Mr. Wasson. At this particular time when the representatives of 
China Trading came to me, and I regarded myself as representing 
China Trading in my initial review of ‘the law and preparation of an 
application for China Trading to file with the Maritime Commission. 
After United Tanker Corp. was organized I regarded myself as repre 
senting United Tanker Corp. 

Senator Nixon. The reason I asked that question is that I reeall 
from your statement you said that an application for the purchase of 

tankers to be transferred to Chinese flag was filed by China Trading. 

Mr. Wasson. I prepared that applic ation. 

Senator Nrxon. You prepared that, too. 

Mr. Wasson. Yes. 

Senator Nrxon. In other words, vou represented China Trading 
and United in this transaction ¢ 

Mr. Wasson. That is correct. 

Senator Nrxon. All right, go ahead. 

Mr. Fianacan. How long ‘did your law firm continue to represen! 
China Trading? 

Mr. Wasson. That is somewhat difficult to answer because we neve! 
had any sort of formal retainer arrangement with China Trading. 
We were called in originally by China Trading. We billed China 
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Trading for the services that we rendered at the end of 1947. From 
time to time thereafter we were asked by China Trading to do work 
on various matters, mostly relating to tankers, sometimes relating to 
immigration matters concerning some of their employees. They also 
were represented by other counsel in connection with various other 
matters that they were interested in. I would not say that I regarded 
our firm as the general counsel for China Trading. We have rep- 
resented them from time to time from 1947 up until—there has been 
no definite termination. We would be delighted to perform services 
for them at any time, but there never has been any retainer arrange- 
ment. 

Mr. FLanaGan. You seem to have been more or less in contact with 
them as attorney and client since 1947, is that correct ¢ 

Mr. Wasson. There hasn’t been very much work to be done for 
them, that is, we haven’t done very much work for them. 

Mr. Fianacan. Tell us about China Trading. As I understand, 
it is a sort of world-wide organization, and they have affiliates in 
several places. 

Mr. Wasson. As I understand it, China Trading was organized in 
Chungking in I believe 1944 as a Chinese corporation, and subsequently 
moved its office to Shanghai. I am told that the original capital of 
China Trading was relatively small, amounted to somewhere bet ween 
$50,000, $60,000 and $70,000 in equivalent United States currency. It 
engaged in trading activities, and apparently was quite successful 
in that and opened up offices in a number of other places, in India, 
in London, and in 1946, I believe, in New York. I think most of its 
offices in other countries—I think some of them were incorporated 
under the laws of the particular country where the office was set up. 

Mr. Franacan. They were all affiliates or subsidiaries ? 

Mr. Wasson. They would be wholly owned subsidiaries of the 
Chinese corporation. Their activities I think were largely dealing in 
cotton and textiles. I think they did some work as engineering con- 
sultants to one or more of the provincial governments in China. They 
were mostly a group of young C hinese | engineers who had received 
engineering degrees from various universities in China. 

Mr. Fuanacan. Before I ask the next question, let me give a little 
background for this in the record. Our record now indicates that 
China Trading, as I recall, presented or gave the common stock of 
United Tanker to the China Foundation. My recollection of the state- 
ments which I read is that China Trading, in addition to being a trad- 
ing company, also has certain philanthropic purposes. 

Mr. Wasson. Yes. Perhaps I should have gone back a little earlier. 
I understand that China Trading was one of a number of companies 
that had been sponsored by a group of young engineering students. I 
am told that back in 1935, 1936, 1937, or some time like that. there 
were several students at one of the universities in Shanghai, I believe, 
who formed some sort of organization the purpose of which was to 
benefit China or contribute to Chinese welfare and to try to do some- 
thing to help China out of the backward state which they felt she 
was in. As I recall the story, they translated a radio engineering 
handbook which had been published in English into Chinese, and 
with the proceeds from that translation they started tr ying to engage 
in this and that enterprise. All of their enterprises failed until they 
started China Trading. The first enterprises that they went into were 
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little factories, or something of that sort, which were mostly unsuc 
cessful for lack of capital. Then they finally organized China Trai- 
ing to engage in trade. 

I am told that the prospectus which they sent around to the mem. 
bers of this organization at the time of the organization indicate: 
that the profits or a substantial portion of the profits of China Trading 
would be devoted to some sort of philanthropic activity. I understand 
that China Trading supported some 80 scholarships in various Chinese 
universities for Chinese students and subsidized the publication of 
several scientific magazines designed to popularize scientific know|- 
edge in China, and also supported some sort of serum institute for the 
development of vaccines and training people in giving vaccinations 
and that sort of thing. 

Mr. FLanacan. Would we be correct in assuming, then, that 
following out these philanthropic objectives that they gave the stock 
which the record shows they gave to the China Foundation / 

Mr. Wasson. I think that is correct. 

Senator Nixon. May I ask a question at this point so that I may 
understand it, concerning your statement, again on page 5, in which 
you referred to China Trading? 

Mr. Wasson. Yes? 

Senator Nixon. At the end of the first paragraph : 

The application filed by China Trading had the support of the Chinese ku 
bassy and our own State Department. 

What I am getting at is this: Is it your contention, then, that China 
Trading was acting for the Chinese Nationalist Government, that 
this was a Chinese Nationalist organization ¢ 

Mr. Wasson. They were acting as a private Chinese corporatio: 
trying to get tankers to charter to the Chinese Nationalist Gove: 
ment. And because of the Chinese Nationalist Government’s interest 
in obtaining the tankers by charter, they tried to help China Trading 
obtain the tankers so they could be chartered to them. 

Senator Nixon. My question is related to this point. Is it vour 
contention that China Trading’s interest was not in the fact that, 
frankly, they could make a profit out of dealing in furnishing tankers 
to Chinese Nationalists, that that may have been a subsidiary or sub- 
ordinate interest, but probably one of the major interests they had 
was to help the Chinese Nationalist Government, is that right? 

Mr. Wasson. I couldn’t say to what extent the profit motive and the 
motive of making tankers available to the Chinese Government were 
intermingled. I imagine that both were present. Iam sure the profit 
motive was present. I think also they wanted very much to make 
tankers available to the Chinese Petroleum Corp. 

Senator Nrxon. The reason I ask this, too, is that one of the exhibits 
which has been previously filed on that by Mr. Morris was a lette! 
which you recall Mr. Morris filed with the Maritime Commission on 
December 11, 1947. 

Mr. Wasson. Yes. 

Senator Nrxon. In fact, I guess that was the letter covering the 
applications which you had prepared. Mr. Morris apparently had 
filed those himself. 

Mr. Wasson. Yes. 

Senator Nixon. There is this statement on page 8274 of the tran 
script, which says he asked Mr. Perry to keep him informed of the 
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steps being taken and “What I hope will be successful to bring this 
means of assistance to the Chinese Government.” What I mean is 
that the implication of that, combined with your own statement, is that 
this deal was set up in such a way that at least the impression was 
given that China Trading was interested in helping the Chinese 
Nationalist Government. Would that be a fair statement! 

Mr. Wasson. I am sure that China Trading was interested in help- 
ing the Chinese Nationalist Government at that time obtain oil to 
carry from the Persian Gulf to Formosa. 

Senator McCarruy. May I ask that the question be read to the 
witness ¢ 

(‘The question was read by the reporter.) 

Senator McCarruy. Can you answer that? 

Mr. Wasson. I thought I did. If I understand the question, the 
answer is “Yes,” 

Mr. Franacan. In that regard, Mr. Wasson, to your knowledge 
have they continued since that time in 1947 to attempt to assist the 
Nationalist Chinese ? 

Mr. Wasson. I assume that what you are referring to is the charters 
that were made to carry oil from Constanza to north China. 

Mr. Franacan. Lam not. We will cover that at a later time. We 
are not referring to that. 

Mr. Wasson. I really don’t know just what you are referring to. 
I know that as long as Chinese Petroleum Corp. was able to pay 
charter hire on the vessels, the Meacham and Kettleman Hills that 
were chartered to it. The Meacham and Kettleman Hills carried oil 
from the Persian Gulf to Formosa. So far as I can tell, the relations 
between China Trading and Chinese Petroleum Corp. remained very 
amicable. I don’t really know what you are driving at. 

Mr, Fuanacan. I will explain. 

Senator McCarrnuy. May I interrupt. Mr. Morris, on the date of 
December 11, 1947, wrote the Maritime Commission: “What I 
hope will be a successful attempt to bring assistance to the Chinese 
Government.” There is no question, is there, in your mind but that 
Newbold Morris led the Maritime Commission to belicve that he was 
concerned with helping the Chinese Government, meaning the Gov- 
ernment which we recognize, is that right? 

Mr. Wasson. That is right. 

Senator McCartuy. So as of today, you say without any qualifica- 
tion that Mr. Morris and this Chinese corporation did try to lead the 
Martime Commission to believe that their purpose was to aid the 
recognized Chinese Government, is that right? 

Mr. Wasson. I don’t want to be in the position of saying that there 
was no profit motive involved, because obviously 

Senator McCarruy. Let’s forget about the profit motive for the 
time being. 

Mr. Wasson. There was; but certainly at the time it was to try to 
obtain tankers to carry oil from the Persian Gulf ports to Formosa. 
The reason the tankers were needed was because, as I recall, the 
National Resources Commission of China had contracts to purchase 
half a million tons of oil at the Persian Gulf, and only one 3,000-ton 
tanker to carry the oil in. 

Senator McCarruy. I don’t think you have answered my question 
even yet. In view of your conversations with Mr. Morris, and Mr. 
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Morris’ correspondence, is there any question in your mind but that 
Mr. Morris and this Chinese group deliberately created the impres- 
sion that one of their main functions was to aid the recognized Gov- 
ernment of China, Nationalist China; is that correct? 

Mr. Wasson. Well, I think they deliberately created an impression 
which was true. 

Senator McCarrny. Let’s forget whether it was true or not. 

Mr. Wasson. Your question infers there was something misleading 
about it, which I don’t think there was. 

Senator McCarruy. We will get to that later on. My question 
is this: Your testimony is that you feel that this Chinese group and 
Mr. Morris in obtaining the shipping led the Maritime Commission 
to believe that one of their principal objectives was to aid the Chinese 
Government, that is, the recognized Government of China. 

Mr. Wasson. That is correct. 

Senator McCarruy. Let me ask another ee If it develops 
that this Chinese group, instead of aiding the Nationalist Govern- 
ment, went out of their way to aid the Communists in China, would 
you then say that Mr. Morris and his China group practiced a delib- 
erate deception on the Maritime Commission ¢ 

Mr. Wasson. I certainly would not. 

Senator McCarrny. You would not. In other words, your testi- 
mony is that if after leading the Maritime Commission to believe that 
if they approved this transfer, the shipping would be used to aid the 
Nationalist Government of China, if after having secured tankers it 
then develops that this Chinese group were aiding the Communists 
in China, your answer is that that would be no deception upon the 
Maritime Commission. 

Mr. Wasson. The question, Senator, whether it is deception depends 
upon the state of mind at the time of the representations, obviously. 
The question as to what happened later depends upon a completely 
changed state of facts. 

Senator McCarrny. Let’s see. Between 1947 and 1950 or 1951 
you say that there is some change in = nature of the Communists i 
China. or some material change in the Nationalist Government whic h 
would justify an about-face on the part of this Chinese group? 

Mr. Wasson. Your question assumes that there has been an about 
face. 

Senator McCarry. Let me repeat the question. I don’t want to 
confuse you on this. If you don't understand this, I will be glad to 
go a little further. To begin with, you tell me that Mr. Morris and 
this Chinese group led the Maritime Commission to believe that one 
of their main objectives was to aid the Nationalist Government of 
China, that they did that for a purpose, of course, in order to get 
the transfer of the shipping. Now I ask you this question: I say, 
if this Chinese group headed by Mr. Morris turned around and actually 
aided the Communists in China, would you not agree with me that 
that was completely dishonest and an unfair dec eption practiced upon 
the Maritime Commission ‘ 

Mr. Wasson. Senator, it is impossible to reply to a question that 
assumes so many things that just aren’t the fact. I will be glad to give 
you any information on the facts involved ; but—— 
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Senator McCarruy. I am going to ask you this hypothetical ques- 
tion: You know what a hypothetical question is, do you not! 

Mr. Wasson. Yes; I do. 

Senator McCarruy. You are a lawyer! 

Mr. Wasson. Yes. 

Senator McCartuy. You have been practicing law—— 

Mr. Wasson. Yes. 

Senator McCarruy. I am going to ask you to assume for the pur- 
pose of this question that the facts which I recite to you are true and 
ask your opinion of it. Assume that Mr. Morris and this China group 
did lead the Maritime Commission to believe that one of the purposes 
in getting the tankers was to aid the Nationalist Government of 
China, assume that after having gotten the shipping they turned 
around and instead of aiding the Nationalist Government, aided the 
Communist Government of China. Assume those facts to be true, 
would you not agree with me that that is a completely dishonest de- 
ception practiced upon the Maritime Commission ¢ 

Mr. Wasson. Senator, I can’t understand how you can make the 
question of deception at one time depend upon facts that occur 2 or 
3 years later. The question of whether there has been deception at 
any particular time depends upon the state of mind of the people 
at the time who were making the representations, and I have no ques- 
tion but that when the applications were filed by China Trading with 
the Maritime Commission, there was no deception of any sort involv- 
ed, that the China Trading was sincerely interested in obtaining 
tankers to charter to Chinese Petroleum Corp. Although the Mari- 
time Commission did not grant that application, tankers were later 
obtained from more successful applicants that were in fact chartered 
with Maritime Commission’s approval to Chinese Petroleum Corp., 
just the way the application said that they would be. What the ap- 
plication representecl was in fact done, and I can see nothing deceptive 
about it. 

The second point [ would like to make is—— 

Senator McCarrry. After you have made your points I am going 
to insist upon the answer to my question. 

Mr. Wasson. I aim answering the question, sir. The second point 
I want to make is that China Trading and Mr. Morris were not the 
people, if you are referring to these Russian oil charters, who made the 
decision to charter the Hettleman Hills to carry oil from Constantsa 
to Dairen in the summer of 1949. 

Senator McCartuy. Do you have any reason at this time to refuse 
to answer a hypothetical question ¢ 

Mr. Wasson, Senator—— 

Senator McCartrny. Do you refuse to answer my question? Read 
the question back to him, and I am going to insist upon an answer, 
unless the Chair overrules me. 

Mr. Crarrman, I assure you that the importance of this question 
will be very clear as we go along and develop the evidence. Will you 
read the question ¢ , 

(The question was read by the reporter.) 

_Mr. Wasson. Mr. Chairman, it seems to me that it is a question of 
timing which I am pointing out and which seems to me makes it 
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impossible to give a “Yes” or “No” answer. I think I have made my 
position very clear in response to the question. 

Senator McCarruy. If you do not understand the part about the 
timing, the letter was written in 1947. The ships were obtained in 1947 
or 1948. 

Mr. FLAnaGan. 1948. 

Sehator McCartuy. When these representations were made to thie 
Maritime Commission, Mr. Morris of course, and his Chinese group, 
knew that time would not stand still. They were making represent: 
tions covering the future. You understand that. My question is that 
if they made these representations as they did, that in the future the 
shipping would be used to aid the Nationalist Government of China, 
and if it develops that in that future time covered, the very nea 
future, the shipping was used to aid the Communists in China, ques 
tion: Would you or would you not consider that completely dishonest 
on the part of Mr. Morris and the Chinese group ? 

Mr. Wasson. If you assume a state of facts which is not so; | 
would agree. 

Senator McCarruy. One more question: If it does develop that 
this Chinese group were using the shipping to aid the Communist 
China, you would then agree with me that the actions of Mr. Mor: 
and the Chinese group were dishonest ? 

Mr. Wasson. I have tried to explain, Senator, that the questio: 
of time is important. I think perhaps the difficulty is that we haven't 
gotten to the facts involved in this problem. You may not appreciate 
my difficulty in answering these hypothetical questions. I mean, you 
have to get to the question of what the facts were, who it was who was 
in a position to make decisions, what the policy of the United States 
Government was, because the tankers 

Senator McCartny. Stop right there. Was there any change so 
far as you know in the policy of the United States Government toward 
the Nationalist Chinese and the Communist Chinese from 1947, when 
Mr. Morris made those representations, up to date ? 

Mr. Wasson. I think you would be a much greater expert on that 
than I would, Senator. Would you say there had been none? 

Mr. Fuanacan. Mr. Wasson, then it is true, is it not, that since 1947 
up to date practically in substance the same group of individuals are 
controlling China Trading world-wide? There hasn't been mu 
change? 

Mr. Wasson. Controlling China Trading? 

Mr. FLanaGan. Yes. 

Mr. Wasson. Yes; I think that is true. 

Mr. Fuanacan. Substantially the same group of men who made 
these representations through Mr. Morris to the Commission in 1947’ 

Mr. Wasson. I think that is true. 

Mr, Fianacan. In view of the important part that China Trading 
takes in this whole tanker case, I think the committee is very much: 
interested, as indicated by these questions, in who this group is and 
what they have been doing. 3 

Mr. Wasson, has it ever been brought to your attention, that after 
June of 1950, after our entrance into the Korean war, China Trading 
continued to trade with Communist China, not with tankers but with 
other ships ? 
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Mr. Wasson. Yes; that has been brought to my attention. 

Mr. Fianacan. Who brought that to your attention ¢ 

Mr. Wasson. I heard from time to time that China Trading was 
delivering grain to the Ministry of Food in England, purchased in 
China. I should s say that I did not act as counsel-for China Trading 
in connection with any of these transactions. My only familiarity 
with the matter comes from random bits of conversation during the 
period and the fact that I did participate in conferences with a repre- 
sentative of the Treasury Department in, I believe, February 1951, 
when the Treasury Department was reviewing the situation of China 
Trading from the standpoint of the foreign ‘funds control. 

Mr. Frawacan. You were then acting as attorney for China Trad- 
ing ¢ 

Mr. Wasson. I was. 

Mr. Fuanacan. In connection with their frozen foreign funds / 

Mr. Wasson. In connection with their frozen—well, there were no 
funds of China Trading frozen. As I understand, the Treasury 
Department investigated all of their transactions and were satisfied 
with them. But I represented them in connection with the presenta- 
tion of their material to the Treasury Department. I should say 1 was 
present at the conferences. I think their primary counsel in the mat- 
ter was Cadwalader, Wickersham & Taft. 

Mr. FLANAGAN. I might state here for the record that the staff of the 
committee has reviewed the available records of Sieling & Jarvis, 
which is the shipping agent. Sieling & Jarvis is the shipping agent 
for China Trading as well as shipping agents for your client, United 
Tanker. From those records, which are not complete for reasons 
which I will explain, and also from checking the records of the For- 
eign Funds Division of the Treasury Department, we have compiled 
here a list which indicates that between June of 1950 after our entrance 
into the war and December 1950, when further restrictions were put on 
American shipping, China Trading handled by charter or subcharter 
26 cargo ships in or out of Communist China, 9 cargoes went into 
China, 17 cargoes came out. Most of these cargoes were produce, 
maize, cotton, “sovbeans, iron ore, china clay, sugar, pig iron. This 
involved some 15 ‘ships, approximately, none of which were American- 
flag vessels. They were all British, Greek, Liberian, Moroccan, Pana- 
manian. However, I notice of the ships involved in this traffic during 
that period of time, nine at one time or another had been United 
States war-built vessels and had been sold as-surplus. 

Senator McCarruy. May I interrupt. This was during the Korean 
war? 

Mr. FLanaGan. Yes. 

We will place a copy of this computation in the record. 

(The document referred to was marked “Exhibit 31-A” and will be 
found in the appendix on p. 703.) 

Senator Nixon. Mr. Flanagan, I want to clear up just one point. 

In answer to a question that Mr. Flanagan put to you a moment 
ago 1 think you said that you represented the China Trading in 
matters before the Treasury. And another law firm—— 

Mr. Wasson. Cadwalader, Wickersham & Taft. 

Senator Nixon. You said you represented them. Did you mean 
you represented them in your individual capacity or as a member 
of your own firm ? 
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Mr. Wasson. No: as a member of my firm. 

Senator Nixon. What I am getting at, Mr. Wasson, is in all these 
instances where you indicate that you represent—— 

Mr. Wasson. I mean our firm. There has been no instance where 
I have represented any one individually. 

Sentaor Nixon. In other words, for the record, in any instance 
where you speak of representation you mean on behalf of the law 
firm of which you are a member at the present time? 

Mr. Wasson, That is right, sir. 

Mr. Fianacan. I want to correct the record. IT indicated that nine 
of these vessels had been sold by the Maritime Commission originally, 
The number should be eight, eight of the vessels involved. 

Senator McCartiry. Mr. Wasson, in view of the—— 

Mr. Fuanacan. May I develop this just a little? 

Senator McCartiy. I am sorry. 

Mr. Franacan. Following the chronology of our investigation, we 
find that on the 7th of December 1950 the United States Government 
passed regulations which prohibited any American-flag vessels from 
going into Communist China. On the 18th of December 1950 the 
Treasury Department blocked all Chinese funds in the United States. 
I have here a copy of a cablegram dated December 18, 1950, which 
was sent out by Seiling & Jarvis, who were the agents for China 
Trading, to the masters of all ships then under charter, that were 
engaged in this Communist trade. The telegram reads as follows: 

Effective immediately Lambert Bros., 88 Leadenhall Street, London, cable 
address Lambert will operate time charter. All Communications hereinafter to 
them and instructions from them. 

[ will place this message in the record as an exhibit. 

Senator Hory. That will be exhibit No. 32. 

(The cablegram referred to was marked “Exhibit 32” and will be 
found in the Appendix on p. 704.) 

Mr. Frianacan. In other words, on the 18th of December 1950 
Seiling & Jarvis turned over the handling of these ships to their 
British representatives, and for all that we know that trade may still 
be going on and I suppose the committee will want to ask some ques- 
tions of somebody about that later. 

Mr. Wasson. My understanding is—and I should say that I don’t 
really have any knowledge of these transactions that you are referring 
to—my understanding ‘at the time of these conferences with the 
Treasury Department. was that no new charters involving the ship- 
ment of products from Communist China had been taken by China 
Trading’s London office. 

Senator McCarrny. Will you speak louder? I can’t hear you 
at all. 

Mr. Wasson. I said I was informed, I think at the time of the 
Treasury investigation of China Trading, that no new charters were 
made by the I London office of China Trading. In other words, this 
business was terminated as rapidly as possible after the United States 
prohibited United States flag vessels from continuing to trade with 
China. 

Senator Munptr. Who was it who informed you about that fact? 

Mr. Wasson. I think I was informed of that either by Dr. C. Y. 
Chen, C-h-e-n, or by Mr. C. T. Shen, S-h-e-n. 

Senator Munpr. Both are officers of China Trading ? 
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Mr. Wasson. Yes. 

Senator Munpr. One is executive vice president, I believe. 

Mr. Wasson. I believe Mr. C. T. Shen was the president of China 
Trading, and Dr. C. Y. Chen was, I believe, vice president. 

Senator Munpr. You were informed of that fact in your capacity 
as counsel ? 

Mr. Wasson. No. I think it was purely a casual conversation. 

Senator Munpr. Are youstill counsel of China Trading? 

Mr. Wasson. We are not doing anything for China Trading at 
the moment. We have never been retained as their general counsel. 
From time to time, as with many other people whom we regard as 
clients of the office, they may have some legal business that will come 
up and they may ask us to do it. In these particular transactions 
that you are referring to now I think on shipping matters they con- 
sulted Nash, Ten E tyek, Maximov & Freehill, I believe the name is, 
and on the trading matters Cadwalader, Wickersham & Taft. 

Mr. Franacan. In any event, Mr. Wasson, early in 1951 or late 
in 1950 did you know that China Trading was actively engaged in 
trading with Communist China and had been ever since the be ginning 
of the ‘Korean war / 

Mr. Wasson. At some point I learned that they had made these 
quite substantial contracts to take grain out of China and deliver it 
to England. I think that was the bulk of the trade that you are 
referring to. 

Senator McCarruy. May I ask that the question be read? 

(The question was read by the reporter. ) 

Senator McCarruy. The question is, Did you or did you not know 
that / 

Mr. Wasson. I am trying to state what I knew. The question is 
substantial trade; the question is substantial which way‘ My im- 
pression is that there was substantial trade in grain coming out of 
China, but that there was not substantial shipment of products into 
China. 

Senator McCarrnuy. You heard the evidence put in, did you not, 
that nine ships are engaged in shipping material into Communist 
China? Didn’t you hear Mr. Flanagan put that in the record? 

Mr. Wasson. My recollection is that he referred to ships that were 
engaged in that trade. I don’t know whether I misunderstood Mr. 
Flanagan or whether he is wrong or whether I am wrong, but my 
impression in 19{0-51, in answer to the question that you asked, was 
that the trade going into China was not substantial. 

Mr. Franacan. The record shows what I stated, but I will clarify 
it, that there were 26 cargoes involved. Nine cargoes went into China 
during this 6-month period ; 17 came out. 

Mr. Wasson. Does your record show what the dollar volume was? 

Mr. Franacan. No. Most of the cargoes are going in, I notice, 
were cotton and sugar. 

Senator McCarrny. May I interrupt to get the record straight. 
Nine of the bottoms were war surplus ships; right ? 

Mr. Franacan. Eight. 

Mr, Wasson. On the cotton e: rgo, I did know that. I knew that 
China Trading had made shipments of cotton which were shipped 
by the United States ¢ ‘ommodity Credit Corporation into China, and 
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that soybeans came out of China to the American military government 
in Japan in connection with that deal. 

Senator McCarruy. Mr. Wasson, you said you have difficulty an- 
swering my question due to the ‘time element because you sa : 
perhaps our attitude toward Communist China had changed betwee: 
the time Mr. Morris made this representation to the Maritime Com- 
mission and the time of the aid to Communists in China. Again I 
will call your attention to the fact that on December 11, 1947, Newbold 
Morris directed a letter to the Maritime Commission, attention Mr. 
Perry. In that letter Mr. Morris stated that in line with their tele- 
phone conversation, the application is being addressed to the secre- 
tary of the Commission, but that they are being sent to Mr. Perry 
personally to keep him informed of the steps being taken and, I quote, 
“with the hope that we will be successful to bring ‘this means of assist- 
ance to the Chinese Government.” So there would be no doubt in 
my mind or in yours, I assume, that Mr. Morris was using as one of 
his arguments to get the shipping the fact that the shipping would 
be used to help the ‘Government of China. 

Mr. Wasson. No question about that. 

Senator McCarruy. There is no question about that. At a subse- 
quent time when we were at war in Korea fighting Chinese troops, 
we find this Chinese group using the shipping to aid the Communists 
in China. Now, do you think you can answer the question whether 
or not you don’t feel that that was a completely dishonest representa- 
tion made by Mr. Morris and this Chinese group? Or do you think 
they were completely honest and aboveboard / 

Mr. Wasson. I think there is no question but that they were com 
Pp letely honest and aboveboard in filing the application, Senator Me- 

Carthy. I would like to point out that Mr. Morris—— 

Senator McCarrny. Let me interrupt you. You don’t feel this was 
in the nature of a promise to use the ships to aid the Nationalists and 
not the Communists? Do you follow my question, Mr. Wasson ’ 

Mr. Wasson. Senator, I think you misunderstand this dry-cargo 
business that is being discussed here. This has nothing to do with 
United Tanker Corp. It has nothing to do with Mr. Morris. China 
Trading was a Hong Kong company ‘whose decisions were presumably 
made at their head ‘office 1 in Hong Kong , which, like the British mer- 
chants and the American companies that were engaged in business in 
Hong Kong, was conducting a trading business. There was nothing 
that Mr. Morris could do or that I could do or that anyone else could 
do about it. Asa matter of fact, when the—— 

Senator McCarruy. You are speaking of your client now, are you 
not ? 

Mr. Wasson. I am speaking of China Trading. 

Senator McCarrny. That is your client. 

Mr. Wasson. I have explained that we are not general counsel for 
China Trading. We were not their counsel at all in connection with 
the matters that you are referring to. 

Senator McCarriry. I do not care whether you were their general 
counsel or not. I am asking, was not China Trading your client at 
the time Mr. Morris addressed this letter to the Maritime Commission? 

Mr. Wasson. They were. 

Senator McCarruy. They were paying you; is that right? 

Mr. Wasson. They were. 


was 
For 
M 
not ( 
M 


St 


sion 
Mr. 
isth 

M 

Ss 
to t! 
wert 

M 
far. 
sion 
was 
that 
Tra 
wer 
So, 
som 
that 

Ss 

M 
tan] 
the} 
oil 
Con 
of t 
of t 
to ¢ 

Ss 
say 
mol 

N 

S 
tion 
ing, 
Tar 

N 

S 
less 
Tra 
not 

\ 

» 
nat 


nhient 


Vy an- 
Said 
ween 
Com- 
ain I 
rbold 
. Mr. 
tele. 
ecre- 
erry 
uote, 
Ssist- 
bt in 
ne of 
vould 


ubse- 
DOps, 
nists 
ether 
ePlita- 


hink 


com- 


~Me- 


; was 
} and 
( 
‘argo 
with 
‘hina 
ably 
mer- 
Ss in 
hing 
‘ould 


» you 


] for 


with 


neral 
nt at 
sion? 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 317 


Senator McCarruy. How much a year did you get from China 
Trading ? 

Mr. Wasson. We received $2,000 on December 31, 1947. Let me see 
if I can—do you have the list that I turned in? I think their next fee 
was a thousand dollars or $2,500. For 1948 we billed them for $1,000. 
For 1949, $250. For 1950 and the first 6 months of 1951, $2,500. 

Mr. Fuanacan. You are talking about China Trading now, are you 
not 

Mr. Wasson. Yes. 

Senator McCarruy. You just got through telling me that the deci- 
sions were made in Hong Kong and that for that reason apparently 
Mr. Morris had no control over the decisions made by China Trading; 
isthat right ? 

Mr. Wasson. That is correct. 

Senator McCarruy. At the time Mr. Morris made this commitment 
to the Maritime Commission he of course knew where the decisions 
were being made, and he knew how much control he had over his client. 

Mr. Wasson. Senator, I could perhaps explain it best this way: As 
far as the representation in the apemeien to the Maritime Commis- 
sion was concerned, that was completely carried out when the charter 
was made from China Trading to Chinese Petroleum Corp. Once 
that charter had been made, no subsequent change of mind by China 
Trading or anyone else could have cancelled the fact that the vessels 
were being used in the service of the Nationalist Government of China. 
So, it wasn’t something which required a policing of China Trading or 
some sort of control by its counsel in order to make the representation 
that was made. 

Senator McCartuy. I don’t understand you at all. 

Mr. Wasson. The application to the Maritime Commission said, if 
tankers are allocated either to United Tanker or to China Trading, 
they will be chartered to Chinese Petroleum Corp. in order to carry 
oil to China. The application was not acted upon by the Maritime 
Commission. Nevertheless, United Tanker was able to acquire the use 
of tankers from other people who had been’ more successful, and two 
of the tankers were charted to China Trading and chartered by them 
to Chinese Petroleum. 

Senator McCarruy. Let’s keep the record straight,excuse me. You 
say China Trading was able to get the tankers from others who were 
more successful ? 

Mr. Wasson. I said United Tanker 

Senator McCarruy. Is is not a fact that at the time the applica- 
tion was made one application was made in the name of China Trad- 
ing, and another application was made in the name of United 
Tankers ? 

Mr. Wasson. Yes. 

Senator McCartuy. The Maritime Commission knew that, regard- 
less of whether United Tanker got the shipping of whether China 
Trading got them, China Trading would be using the shipping, is that 
not right? 

Mr. Wasson. They knew Chinese Petroleum would be; yes 

Senator Nixon. As a matter of fact, you made them in the alter- 
native? 

Mr. Wasson. Yes. 
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Senator Nrxon. There is no question that the Maritime Commissio: 
was dealing fundamentally with the same people in either corpo: 
tion; is that not the case? 

Mr. Wasson. That is what I have said, Senator. 

Senator Nixon. Let us get down to it. 

Senator McCarruy. It is not what you said. You just got throug 
saying China Trading was successful. You said they were succcesst 
in getting shipping from some other interests. 

Mr. Wasson. It is true what we are talking about is about applica 
tions to the Maritime Commission. rd 

Senator McCarruy. Just a moment. So there is no question 
your mind or in my mind, is there, but what the Maritime Commission 
allocated two tankers which the Maritime Commission knew wou!d 
ultimately be in the hands of China Trading, and at the time they made 
that allocation they had the firm promise from Mr. Newbold Morr 
that those tankers would be used in the interests of Nationalist Chin: 
and not in Communists in China. If I have misstated that in any 
respect will you tell me? 

Mr. Wasson. The misstatement, which is unintentional, is in this 
respect, Senator: I think from your statement one would gather the 
impression that the Maritime Commission had allocated the tankers 
either to United Tanker or to China Trading on these applications 
which were filed with the Maritime Commission. That is not the 
fact. The point that I am trying to make when I say from other 
sources, I am not distinguishing between United Tanker and Chin: 
Trading. I am distinguishing between obtaining tankers direetiy 
from the Maritime Commission as a result of the ¢ applicants filed and 
obtaining tankers from other applicants. What I am saying is tha 
exactly what was represented in the application was what was lea e, 

Sénator McCarruy. Now let’s get back to the question. No. 
Mr. Morris undertook in the name of his client, China Trading, to te!! 
the Maritime Commission that any shipping received would “be used 
to aid Nationalist China, right? You say but the decisions were made 
at Hong Kong, and Mr. Morris had no control over those decisions, 
Don’t you feel now, Mr. Wasson, that where you undertake to make 
promise in the name of your client, before you make that promise you 
should have some assurance that your client will live up to the repr 
sentation made? 

Mr. Wasson. Senator, your question confuses two entirely different 
matters. One is the dry-cargo shipping and one is the oil tanker: 
The question of the tankers was the only thing referred to in the app! 
cation. The application represented that if United Tanker or China 
Trading were allocated two T-2 tankers, they would be chartered to 
Chinese Petroleum. That was exactly what was done. There was no 
misrepresentation. 

Senator Nixon. At first. 

Mr. Wasson. It was exactly what was done. 

Senator Nixon. At first. Is that right? Do you mean they were 
chartered to Chinese Petroleum throughout and still are ? 

Mr. Wasson. No. They were chartered to Chinese Petroleum as 
long as ECA would make money available to Chinese Petroleum to 
pay charter hire. 
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Senator Nixon. As a matter of fact, after all, answering Senator 
McCarthy’s question directly, it is the same thing either way. The 
tankers ended up doing the same thing. 

Mr. Wasson. I am distinguishing between the tankers and the dry- 
cargo ships. 

Senator Nrxon. It is true the dry-cargo ships carried wheat and 
tankers carried oil, but they both carried material to Communist 
China. 

Mr. Wasson. The tankers from 1948, April and May 1948, until 
I believe June and August 1949 carried oil products for the Na- 
tionalist Government of China from Persian Gulf ports to Formosa 
and Chinese ports. After the United States Government had in etfeci 
withdrawn support from Chinese Petroleum Corp. in the sense that 
they no longer made United States dollar exchange available to Chi- 
a Petroleum to pay charter hire, those charters were terminated 
by Chinese Petroleum Corp. After those charters had been terminated 
through no act of either United Tanker or China Trading, one of the 
vessels and one other vessel, a total of en eaten made a total of four 
trips between Constanza and north Chinese ports. 

Senator McCarty. You are speaking of tankers now? 

Mr. Wasson. Yes. Those trips were all made and completed before 
the Korean war, and only after first checking with the State Depart- 
ment as to what the policy of the United States on the subject was. 

Senator Pory. We have had two calls on a quorum. I will ask 
the clerk Ut the committee to report to the Clerk of the Senate that 
we have permission of the Senate to meet this afternoon while the Sen- 
ate is in session, and give him the names of the Senators here so they 
may be put on the roll for the second call. Proceed. 

Senator McCarruy. You brought up a subject which I think Mr. 
Flanagan may want to touch upon later. Just one question while you 
are on that subject. You have told us the tankers were used to haul 
oil to Communist China. You said they were only used to haul oil to 
Communist China after you contacted the State Department and re- 
ceived the State Department’s approval. Are you aware of the fact 
that there was a great disagreement at that time between the State De- 
partment and ECA, ECA objecting very strenuously to the use of 
those tankers to aid Communist China, the State De Richie over- 
ruling it, upon the representation of your law firm and others, and 
giving permission that tankers could be used to haul oil to Communist 
China. Are you aware of that or not? If not, we will develop that 
later. Are you aware of this or not? 

Mr. Wasson. I am not aware of it because the statement I do not 
believe, Senator, is correct. 

Senator McCarrny. We will develop that later. 

Senator Munpr. Do I understand, Mr. Wasson, that before your 
firm and/or the China Trading Co. agreed that these tankers would 
be employed in the carrying of oil to Communist China, you asked for 
clearance from the State Department and received from them clear- 
ance that that would be O. K. Is that what I understood you to say? 

Mr. Wasson. Senator, it wasn’t my firm that owned the tankers. I 
mean we were the attorneys for the clients. 
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Senator Munpr. Yes; you were acting for your client. I understand 
that. 

Mr. Wasson. In, I believe it was early June of 1949, Seiling & 
Jarvis Corp., who were the brokers that did most of the chartering for 
the United Tanker Corp. vessels, asked United Tanker Corp. if thy y 
wanted to take a charter to carry oil from Constanza to north China. 
United Tankers’ reply was in effect, “First check with the State De- 
partment. If the State Department) says that it is O. K., we will take 
the charter. 

Senator Munpr. They checked that through your firm, as their 
counsel ? 

Mr. Wasson. No. 

Senator Munpr. How was that done? 

Mr. Wasson. Our firm had no communications with the State De- 
partment of any sort at that time in that connection. 

Senator Munpr. You stated what they did. I wondered how you 
knew about it. 

Mr. Wasson. You probably have a copy of this application which 
we sent down to the committee on February 15. Tadladed in that book 
is a copy of a letter from Seiling & Jarvis to United Tanker Corp. 
dated June 20, 1948, which says among other things: 


We confirm that on Thursday, June 16; we communicated with the State De- 


partment in Washington and were informed by Mr. Falck of the Shipping Depart- 
ment that the State Department had no objection to this vessel being chartered 
to the Russians for discharge to north China. 

Senator Munpt. Who was that speaking for the State Department? 

Mr. Wasson. A Mr. Falck of the Shipping Department is the one 
referred to here. 

Senator Munpr. Shipping Department of the State Department 

Mr. Wasson. Yes. I had no communications with the State De- 
partment, and I do not think that any member of my firm had any 
communication with the State Department in that connection. ‘The 
only time that our firm had any discussions with the State Depart 
ment in connection with this matter of shipping oil to China was in 
April 1950 after we learned that ECA had raised a question as to 
whether oil should be shipped to Communist China. At that time we 
inquired of the State Department and the State Department told us 
that they thought United Tanker should stop, and United Tanker 
stepped. 

Senator Nrxon. May I ask a question at this point? Getting back 
to the China Trading Corp., the reason, of course, that its activi ities 
are important is that ‘the people in China Trading and United Tanker 
are the same people as far as the money proposition is concerned. 

Mr. Wasson. No, sir. There were a number of people in China 
Trading, particularly, of course, those in their offices away from New 
York 

Senator Nrxon. Who were not in United Tanker? 

Mr. Wasson. That had nothing to do with United Tanker. ‘There 
were a number of people in United Tanker that had nothing to lo 
with China Trading. China Trading did advance the initial capt 
to United Tanker. Out of $11 million which was required to finance 
the six vessels that subsidiaries of United Tanker purchased, China 
Trading put up about 20 percent, and it was the junior money. 
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Senator Nixon. The people who came to you with the germ and 
the idea, however, were people from China Trading; is that right ? 

Mr. Wasson. They were people representing China Trading, not 
employees of China Trading but consultants representing China 
Trading. 

Senator Hoey. I have just had a communication and we will have 
to recess. 

Senator Munpr. I have one short question. At this point I wonder 
if I could fill in the details in the case. This morning you said: 
“Messrs. Lenfest, Seiling, and Tode held the controlling stock of 
United Tanker Corp., purchased at a nominal price. 

Mr. Wasson. $6. 

Senator Munpr. $2 a share, $6 altogether ? 

Mr. WaAsson. ote sir. 

Senator Munpr. They had the sum total of $6 invested ? 

Mr. Wasson. That is right. 

Senator Hory. We will have to take a recess in order to meet the 
quorum. Mr. Wasson, if you will make yourself available, we will 
get back in probably 20 or 30 minutes. 

(Brief recess. ) 

Senator Horry. The committee will come to order. 

Mr. Flanagan, you may resume the examination. 

Mr. Fuanacan. Mr. Wasson, at this point, I think, in order to 
clarify the record we will go into, in some detail, the chartering of the 
vessels which were acquired by United Tanker and its subsidiaries 
and affiliates. 

There were six vessels in all that were controlled by United Tanker; 
is that correct ? 

Mr. Wasson. Ultimately, that is correct. By the end of 1949, 
that is correct. 

Mr. Fianacan. Our staff investigation shows that from June 6, 
1949, to February 1951, each one of these six vessels from time to time 
were engaged in hauling ECA cargo. 

Do you recall that? 

Mr. Wasson. Well, I imagine that is true. I don’t know. 

Mr. Fuanagan. I have a compilation that was made up for us by 
ECA, indicating that the six vessels hauled ECA cargoes and were 
paid in ECA funds a total—and this is an estimate—of $6,600,000 in 
charter hire, or freight charters. 

And I will ask the chairman if he will place this compilation in the 
record at this time. 

Senator Hory. That will be exhibit No. 33 

(The compilation referred to was mi ae “Exhibit 33 and will be 
found 3 in the appendix on p. 705.) 

Mr. Wasson. Does that indicate how much was for the Meacham 
and the Kettleman Hills? 

Mr. Fuanacan. Yes; it indicates how much for each ship and how 
much of the total for the cargoes you handled. 

The Meacham, I believe, handled $1,618,064.58 in cargoes. That is 
the freight paid. 

Now, it is true, is it not, Mr. Wasson, that after these vessels had 
been acquired by United Tanker, they were handled through the ship 
igent or ship brokerage firm of Sieling & Jarvis in New York City? 
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Mr. Wasson. That was true of the HAettleman Hills and the < 


Meacham and the Antelope Hills from the dates of acquisition. vot 
It was true of the St. Christopher and the Destiny from the end You 
of December 1949. ae 
And it was true of the Vew London from some time in 1949, | S 
believe. ) 
Mr. Fianacan. Well, for the most part, Sieling & Jarvis handled a te 
the charters for your ships? ava 
Mr. Wasson. That is correct. the 
Mr, Fuanacan. As agents ? sid 
Mr. Wasson. That is correct. S 
Mr. Fianacan. Now I find, or the committee has found, that. be- clic 
ginning in the summer of 1949 and ending in the late spring of 1950, wa: 
two of these vessels, namely, the Kett/eman Hills and the St. Christ: ) 
pher, were chartered to the Soviet Oil Bureau; is that correct / I 
Mr. Wasson. They were not chartered continuously, I believe, unc 
Mr. Flanagan. Ta 
Mr. Franacan. They were voyage chartered ? 7 
Mr. Wasson. They were, I believe; one trip by the St. Christopher & \ 
and three by the Aettleman Hills from Constantza to some horth . Col 
Chinese port, and there may have been a couple of side trips at the ‘ 
end of that trip. \ 
There were four substantial charters. Ta 
Mr. Franacan. But they were chartered to various organization, [J S 
all of which have Russign names and all 6f which were bureaus of JR the 
the Soviet Government ? fin 
Mr. Wasson. That is my understanding. i A 
Mr. Franacan. And we have comp viled a list —I think you have the ; . 
same list in your memorandum—indicating that the Kettleman Hil the 
engaged in four voyages and the St. Christopher in two. \ 
Mr. Wasson. Yes. I think one of the St. Christopher's voyages : S 
was a voyage from Vladivostok to Gensan, after the Constantz- \ 
Dalny voyage. = on 
Mr. Fuanacan. Yes. In other words, she went up and loaded at JR dis, 
Vladivostok and went down to Gensan in North Korea? Se bet 
Mr. Wasson. That is right. ! 
Mr. Firanacan. With a load of crude oil. to 
Mr. Wasson. That is correct. De 
Mr. Fianacan. I have here, which I would like to make an exhibit, KR ans 
Mr. Chairman, a list of the Soviet charters, which is self-explanatory. S 
Senator Hory. Exhibit 54. ) 
(The list referred to was marked “Exhibit 34” and will be-found in & ac 
the appendix on p. 705.) cha 
Mr. FuanaGan. Now, I notice, Mr. Wasson, that the first of these fes' 
voyages was made in, I believe, July of 1949. : S 
When were you advised, as counsel for United Tanker, or when & pre 
were your clients, namely, the officials of the United Tanker, advised \ 
that these vessels were going to be chartered to the Soviet Government Mr 
to carry oil into north China and Siberia ? ; S 
Mr. Wasson. My recollection is that IT was advised on June 1), & of - 
1949, that Sieling and Jarvis had reported the receipt of an offer from Mo 
a London brokerage house indicating the availability of a Russian & oth 
charter. ) 
fer 

a 
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Senator Nrxon. When you say you were advised, Mr. Wasson, do 
you mean that that came into the firm as part of your contract with 
your client? That you would be informed any time that was done? 

“ Mr. Wasson. No. 

Senator Nixon. Then how did this come about ? 

Mr. Wasson. My recollection is that I don’t recall whether it was 
a telephone call or a meeting that I had, at which the question of the 
availability of the Russian charter was raised, and I was asked whether 
there were any legal restrictions or regulations which should be con- 
sidered in connection with deciding whether or not to take the charter. 

Senator Nixon. Who specifically asked you about that? Did your 
client ask you? I mean, what representatives of the corporation which 
was your client? 

Mr. Wasson. I can’t remember specifically. 

I am sure that about this period I discussed it with Mr. Sieling, 
undoubtedly with Mr. Jarvis; I am sure with Mr. Wei, of United 
Tanker Corp. 

Senator Nixon. You mean Mr. Sieling and Mr. Jarvis—— 

Mr. Wasson. Mr. Sieling was a vice president of United Tanker 
Corp. He was also at that time a member of the brokerage firm. 

Senator Nrxon. I see. And Mr. Wei? 

Mr. Wasson. Mr. Wei was the secretary and treasurer of United 
Tanker Corp. 

Senator Nixon. They indicated to you that they would like to take 
the business if there were no legal restrictions on it. You were to 
find out if there were any legal restrictions. Isthat correct ? 

Mr. Wasson. No; not quite that simply. 

Senator Nixon. Were you to advise them of the merits of taking 
the business as well as the legality of it ? 

Mr. Wasson. No. 

Senator Nixon. Then what was it, in fact ? 

Mr. Wasson. Our function as counsel obviously was to advise them 
on the legalities. On the other hand, I was present at the general 
discussion, which took place, on the question of, Should the charter 
be taken or not taken ? 

And as I recall the conclusion reached at that discussion, it was 
to ask Seiling & Jarvis Corp. to check the matter with the State 
Department and to make the decision rest upon the State Department’s 
answer. 

Senator Nrxon. Whoelse was present at that meeting ? 

Mr. Wasson. My recollection is, and I must say that this is not 
a clear recollection, because there were two or three of these Russian 
charters, and they were discussed at various times—I think Mr. Len- 
fest, Mr. Sieling, Mr. Wei, and possibly Dr. Chen. 

Senator Nixon. Was anybody else in your law firm aware of this 
problem’ Did you discuss it with anybody else in your firm ? 

Mr. Wasson, I don’t recall that Idid. I may have discussed it with 
Mr. Lovejoy. I am not sure. 

Senator Nixon. The reason I ask is that the only other member 
of your firm who has appeared up to this point in negotiations is Mr. 
Morris. I am wondering if you discussed it with him or with any 
other member of the firm. 

Mr. Wasson. Mr. Morris is the only one whose name has been re- 
ferred to here. 
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Actually, he did very little work on the affairs of United Tanker 
Corp. 

My partners, Mr. Huppuch and Mr. Lovejoy, I would say, did con- 
siderably more of the work for the client than he did. TI have no 
recollection of any discussion at this time with Mr. Morris. 

Senator Nrxon. In view of the representation Mr. Morris made in 
the letter which he filed with the original applications of China Trad- 
ing and United Tanker, that these tankers were to be used for the 
purpose of helping the Nationalist Government, you did not feel it 
would be wise to inform him of this fact? Did you inform him 
of it? 

Mr. Wasson. I did not. 

Senator Nixon. Did he ever know about it? 

Mr. Wasson. I am sure that he learned some time subsequently of 
the fact of the charters. At just what point, I do not know. 

Senator McCarruy. May I interrupt? 

Again, Mr. Wasson, keeping in mind the promise which Mr. Morris 
made to the Maritime Commission, when you were asked for legal 
advice as to whether or not the ships would be chartered to haul fuel 
to the north of China, Communist China, did you feel that you had 
any moral obligation to consult with the Maritime Commission, to see 
whether they considered that a violation of the agreement ? 

Mr. Wasson. Senator, I felt no obligation whatsoever to consult 
with the Maritime Commission. 

Senator McCartny. None whatsoever ? 

Mr. Wasson. Because the Maritime Commission had not acted on 
the application which we filed. And that is what I think perhaps has 
not been made sufficiently clear. No action was taken on the applica- 
tion to which you referred. 

Senator McCarrny. These tankers were gotten from the Mari- 
time Commission. Right? 

Mr. Wasson. Not by United Tanker, directly. 

Senator McCarruy. They were gotten from the Maritime Com- 
mission. I know nothing was done directly by this group you 
represented. 

So when you say it was done indirectly, it means nothing. Every- 
thing was done indirectly, apparently. 

But the question is: Were those tankers gotten from the Maritime 
Commission? I do not care what devices were used. 

Mr. Wasson. Is that a question, Senator ? 

Senator McCarrny. The question is: Did those tankers come from 
the Maritime Commission ? 

Mr. Wasson. All T 2 tankers came from the Maritime Commission, 
including these. 

Senator McCarrny. These tankers did come from the Maritime 
Commission. Then my question is this. In view of the fact that 
Mr. Morris was a member of the group that had promised the Mari- 
time Commission that this group intended to help Nationalist China, 
when they came to you and said, “Mr. Wasson, we now want toc ‘harter 
the tankers to Russia to ship oil to Communist China,” did you feel 
that you had any moral obligation to contact the Maritime Commis- 
sion to find out whether or not they would consider this a violation 
of that agreement ? 
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Mr. Wasson. No agreement was made with the Maritime 
Commission. 

Senator McCartuy. Well, let us call it a representation, then. 

Mr. Wasson. The only representation which was made to the Mari- 
time Commission was that the tankers allocated to United Tanker 
from China Trading—whichever should receive the tankers, two of 
them would be chartered to the National Resources Commission of 
China or some subsidiary of that National Resources Commission. 

I think that that representation was fully lived up to when the two 
tankers were chartered to Chinese Petroleum Corporation. 

Senator Nixon. In other words, you felt that all that was neces- 
sary was to see that they were chartered; even fora day. That would 
be enough. 

Mr. Wasson. I don’t think that was what I said. 

Senator Nixon. Well, here is my point. If you say the representa- 
tion was fully lived up to, it w ould seem that such a statement would 
imply that in both, shall we say, the spirit and the letter of the repre- 
sentation was lived up to. In fact, you use that phrase, and quite 
effectively, in your statement, in which you say throughout this trans- 
action the spirit and the letter of the law was complied with. 

Mr. Morris has indicated such in his public statements. 

Mr. Wasson. That is right. 

Senator Nixon. Now, let me put it to you this way. Do you think 
the spirit and the letter of that representation was lived up to when, 
just about 8 months after you got those charters, you chartered them 
for the purpose of transporting oil to Communist China? 

Is that living up to the spirit and the letter of the representation 
which says you want these tankers for the purpose of aiding Nation- 
alist China‘ 

Mr. Wasson. Senator, first let’s get the facts straight. The period 
we are talking about is not 8 months but 18 months after the appli- 
‘ation was filed. 

Senator Nixon. I said 8 months after you got the tankers. You 
got the tankers several months after the application. Is that not 
right? 

Mr. Wasson. The tankers were gotten in April or May. So it 
would be about 13 months after one and 14 after the other. 

Senator Nixon. I do not care what it is, 6 months, 12 months, 18 
months, 2 years. That is immaterial. 

I do not think the number of months makes any difference on the 
question of whether you are living up to the spirit of a representa- 
tive. Do you? It is not a question of time. If you do something 
wrong 12 months from now, rather than 18 months from now, does 
that change the character of it? It does not to me. 

Mr. Wasson. Senator, the whole discussion, and I can appreciate 
perhaps the reasons for the constant references to Mr. Morris, but 
the whole discussion stems from a statement made in a representa- 
tion in connection with an application which was not acted upon. 

Senator Nixon. And which was referred to later, however, when 
you asked Mr. Goertner for an opinion. 

Mr. Wasson. That is correct. 

Senator Nixon. You told him to refer to this application to find 
out the nature of the application, did you not ? 
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Mr. Wasson. That is correct. 

Senator Nixon. In other words, the decision in Mr. Goertner’s 
so-called opinion which he rendered was one in which he took into 
account your application and this letter, was it not? 

Mr. Wasson. There was no request that he consider the letter, and 
it seems to me the trade in which the tanker was engaged had nothing 
whatever to do with the legal question submitted to Mr. Goertner. 

Senator Nixon. It did not? 

Mr. Wasson. No. 

Senator Nixon. Are you aware of the provision of the law, Mr. 
Wasson, or should I say the order, the Executive order, which was 
issued in 1947, which prohibits the transfer of surplus tankers to 
any iron curtain caalier’ 

You are aware of that provision, are you not ¢ 

Mr. Wasson. I don’t remember the 

Senator Nixon. In 1947. Well, let me tell you, if you are not aware 
of it, that it is apparently quite well known in the trade. 

Mr. Wasson. But China was not an iron curtain country at that 
time ? 

Senator Nrxon. It was at the time vou were shipping this oil. You 
were shipping the oil to Communist China and from the Soviet Union. 

And the point that I am making is this, And we are speaking 
of the law. The point I am making is that through this, what I 
would term a subterfuge, a subterfuge of chartering these vessels on 
a voyage by voyage basis for less than a year's time, which meant 
that you did not have to get permission for that reason from the Mari- 
time Commission, you were able to accomplish exactly what the law 
prohibited. And if it was not a violation of the spirit of the law, 
I am rather surprised that you would reach that conclusion. 

Mr. Wasson. I don’t understand you, sir. 

Senator Nixon. Because the reason the order was issued in 1947 
prohibiting the transfer of any surplus tankers to Communist-con- 
trolled countries was obviously because we did not want them to 
have tankers to transport oil in. And yet, through the devices which 
were set up by your law firm for your client, we find that these tankers, 
surplus tankers, were used in exactly the trade that the law, or the 
order of 1947, prohibited. 

Now, would you approve of that? 

Mr. Wasson. I certainly would not. 

Senator Nixon. Let me ask vou this. Was North China a Com- 
munist country at that time? Would you answer that ? 

Maybe we are proceeding on a different set of facts. 

Did you consider at the time this oil was being transported that 
Russia was an iron-curtain country? 

You did? 

Mr. Wasson. When the oil was being transported, I take it you 
mean in the summer of 1949, I considered Russia a Communist coun- 
try and China a Communist country. 

Senator Nrxon. These charters that existed for that 11-months’ 
period: would you not say that in both of those cases the oil was being 
transported between iron-curtain countries? 

Mr. Wasson. Yes. 

Senator Nrxon. It was? 
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Mr. Wasson. No question about it. 

Senator Nixon. Go ahead. 

Mr. Wasson. But may I make one thing clear? 

Senator Horry. Yes, the witness is entitled to answer as he desires. 

Senator Nrxon. I was not trying to stop him. 

Senator Hory. I know. I wanted that made clear to him. 

Mr. Wasson. The question has been brought out that there was 
some prohibition against the carriage of oil to iron-curtain countries 
at the time of these transactions. 

No such provision existed. It was not until October 1950 that 
the Maritime Commission withdrew iron-curtain countries from the 
scope of their general approval of any voyage charters not exceeding 
twelve months. Any charters longer than 12 months to any foreign 
charterer, whether it was England or France or any foreign curtain 
country or anything else, did require the Commission approval. Tron 
curtain countries, as far as approval of charters for the Maritime 
Commission was concerned, were in exactly the same position as any 
other country until October 1950. 

May L also point out, Senator, one other thing? 

Senator Nrxon. Surely. 

Mr. Wasson. I would like to point out that it was not until Decem- 
ber 1950 that the Department of Commerce prohibited United States 
flag vessels from making voyages from United States ports or any 
other ports to Communist China. 

Now, at the time, in the summer of 1949, that this question as to 
whether a charter should be made to carry oil from Constantza to 
North China came up, while it was not a legal matter, I felt that it 
was a matter which should be checked with the State Department. 

It seemed to me that in a matter of this sort, United Tanker Corp. 
should comply with whatever the foreign policy of the United States 
was, and the State Department is the agency which is supposed to 
administer that foreign policy, not the Maritime Commission or the 
Department of Commerce or any of the other agencies. 

Senator Nrxon. Before you finish with the State Department, may 
T see if I understand the assumption on which you are basing, I assume, 
your statement? 

As I understand it, you said there was no provision of the law which 
prohibited the transportation of oil to iron-curtain countries at that 
time. And I agree with you. 

Mr. Wasson. Good. 

Senator Nixon. Now, the second point, however, is this: 

I stated that there was a provision of the law through an Executive 
order issued in 1947, which prohibited the transfer of surplus Amer- 
ican tankers to any iron-curtain country. The purpose of that pro- 
vision was obviously to see to it that if oil was transported, it would 
not be transported in American surplus tankers—just a moment. Let 
me finish. I let you finish. 

Controlled by the Soviet Government or any iron-curtain country. 
And my point was this: that you, through this arrangement, were 
able to get into the hands and the control of iron-curtain countries, 
American surplus tankers which were used to transport oil. And 
I say that as far as the law was concerned, the letter of it was not 
violated, but certainly the spirit of it was violated, because the very 
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thing that the law was set up to prohibit, that is, the use of American 
surplus tankers by iron-curtain countries, was accomplished. Be- 
cause that is what happened to these tankers. 

Now, maybe we disagree on that, on the basis of facts, too. 

Mr. Wasson. I would like to answer that and then to complete the 
statement I was trying to make in answer to the preceding question. 

It seems to me that while I am not familiar with the Executive 
order that you refer to, if there was an Executive order saying no 
surplus tankers should be disposed of to iron-curtain countries, it 
probably meant just what it said and its purpose was just what it said, 
» prevent tankers from being sold to iron-curtain countries. Later 

, the law was changed to provide that no tankers could be sold to 
any foreign country, no surplus tankers. ‘That was a change made in 
1948. I have never heard anyone suggest that that meant that it was 
the policy of the United States to permit no charters of any United 
States flag vessels, surplus vessels, to any other country in the world. 

Senator Nixon. That is ex xactly the point, you see. Because, you 
see, if that was the case, why did not the order in 1947 cover r all the 
countries? Why did they want to keep these vessels out of the control 
of foreign countries ¢ Because, obviously, they wanted to be able to 
control where the oil was going. 

Mr. Wasson. Well, but, Senator, in 1948, they did exactly the same 
thing as far as all the other countries were concerned. 

Senator Nixon. For the very obvious reason, again, that there was 
less control over other countries than there would be over tankers 
which were controlled by American flag owners. 

Mr. Wasson. But at the same time, Senator, the Maritime Commis- 
sion issued a general order specifically approving the making of char- 
ters of United States flag vessels to any foreign charterer, providing 
that the charter did not exceed 12 months. 

Now, I cannot see how anyone can possibly argue that there was a 
policy against chartering United States flag vessels to foreign char- 
terers, when General Order No. 59 of the Maritime Commission spe- 
cifically dealt with such chartering and permitted it. And it was not 
until October 1950 that that General Oiler No. 59 which governed the 
chartering of the vessels was amended so as to exclude charters to iron- 
curtain countr ies. 

Now, I would like to come back just a minute to the situation in 
June of 1949, because I think it is very easy to take a hindsight view 
of what happened in the summer of 1949. The reason that United 
Tankers had tankers available to charter was because the United 
States Government had shut off a portion of its aid to the Nationalist 
Government of China. United Tanker would have vastly preferred 
to have continued chartering the Meacham and the Kettlemen Hills 
on the very profitable charters that it had for the use of Chinese Pe- 
troleum Corp. But as some matter of United States policy, that was 
made impossible. So that United Tanker faced the question of 
what to do with the vessels, at a time when there was a world tanker 
surplus and over a hundred T2 tankers were laid up in the United 
States alone. That was a time when one of the essential trade routes 
which was subsidized by the United States Government was the trade 
route across the Pacific running into Chinese ports. And the major 
steamship lines that plied those essential trade routes in the summer 
of 1949 and into 1950 and the spring of 1950, were regularly carrying 
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cargoes to north Chinese ports and were subsidized by the United 
States Government in that service. 

Senator Nrxon. May I ask you this, then? Is what you are driving 
at that this was just a common practice, in other words, that your 
company was no different than any others? In other words, the 
business was available, it was not illegal; so you took it? 

Mr. Wasson. No; not at all. What I am driving at is that because 
it is against the policy of the United States to take oil to Communist 
China today you seem to assume that that was true in the summer of 
1949. 

I am pointing out that in both the result of the specific check on the 
specific question that we put to the State Department and in the 
practice of the shipping trade at that time, the action of the Govern- 
ment in subsidizing lines which were regularly going to Chinese ports 
at that time, it is clear that you are incorrect in assuming what was 
done in 1949 was in anyway inconsistent with the policy of the United 
States as interpreted by our Government at that time. 

Senator Nixon. Then is this a correct assumption, that you contend 
that as far as tankers were concerned, this operation in which Amer- 
ican flag tankers were used to transport oil between iron-curtain coun- 
tries was both legal and also, shall we say, ethical? It complied with 
the spirit and the letter of the law at that time? Is that right? 

Mr. Wasson. Well, there wasn’t any legal question, really. The 
question was solely a policy question. 

Senator Nixon. And you see no policy question involved either; is 
that right? 

Mr. Wasson. Of course there was a policy question. That is why 
we checked with the State Department. 

Mr. FuanaGan. On that point, it is true, is it not, Mr. Wasson, 
as you have already testified, that your agents, Sieling & Jarvis, at 
that time, brought this matter to the attention of the State Depart- 
ment, and there was no objection by the State Department ? 

Mr. Wasson. That is correct. 

Senator Nrxon. Excuse me. When you said “no objection,” Did 
the State Department approve this specifically 2 

Mr. Franacan. I think we will have to bring that out with the 
State Department people themselves. 

In any event, your charters continued from the summer of 1949 
until the late spring of 1950. Now, during that period when you were 
running these charters, did it ever come to your attention that the 
Department of Defense was strenuously objecting to that trade? 

Mr. Wasson. No, sir. 

Mr. Fuanacan. Along that line, I have here a letter dated October 
4, 1949, which was addressed to General Fleming, the Chairman of 
the Maritime Commission, and signed by Louis Johnson, the Secre- 
tary of Defense, and he has this to say. I will read it into the record 
very quickly. 

OcToBer 4, 1949. 
Maj. Gen. Putiip B. FLEMING, 
Chairman, Maritime Commission, 

Dear GENERAL FLEMING: The Department of Defense is concerned that two 
United States-flag vessels, the S. S. Kettleman Hills and the S. S. Christopher, 


have been chartered to transport gasoline and other petroleum products from 
Constanzia, Rumania, to Dairen, China. 
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Permitting United States flag vessels to transport high war potential goods 
to and from Communist-controlled ports presents a definite threat to the 
national security of the United States. Under existing export control regula- 
tions it is doubtful that shipments of petroleum products would be permitted 
te Communist China from this country. This Department would certainly 
oppose any such transactions. We have consistently opposed the export of 
highly strategic items to Communist China as well as to other areas of Soviet 
control or influence. 

Tankers are subject to rigid export control. Therefore it might be inconsist- 
ent if the United States while strictly controlling the sale of tankers should 
permit the uncontrolled chartering of such vessels to Soviet-controlled organiza- 
tions to transport highly strategic materials. 

In view of the above it appears imperative that action be taken immediately 
to prohibit the chartering of United States-flag vessels to haul strategic items 
which we ourselves would not export to areas of Soviet control or influence. 
It is understood that the Maritime Commission is considering the revision of 
its General Order 49 to require the specific approval of the Commission in all 
cases involving the chartering of American flag vessels to aliens. If such an 
amendment will facilitate control of this trade, I strongly endorse such action 
by the Maritime Commission. 

Should you desire the assistance of the Department of Defense in reviewing 
requests for chartering of American-flag vessels to aliens, I would be pleased to 
designate representatives of the staff of the Munitions Board to cooperate with 
the Maritime Commission staff in this regard. 

Sincerely yours, 
Lovts JOHNSON, 


Senator Hory. This will be marked “Exhibit 35.” 

(The letter referred to was marked “Exhibit. 35.) 

Senator Nixon. May I ask one question, which relates to my previ- 
ous questioning, involving this letter. 

Has a copy been furnished to Mr. Wasson ? 


You do not have one? Would someone see that Mr. Wasson gets 
one? 


Mr. Wasson, referring to paragraph 3 of the letter, it makes exactly 
the point I was trying to make, except I think more effectively. May 
l read it ¢ 


Tankers are subject to rigid export control. Therefore it might be inconsistent 
if the United States while strictly controlling the sale of tankers should permit 
the uncontrolled chartering of such vesels to Soviet controlled organizations to 
transport highly strategic materials. 

I recognize that you may disagree even with the Department - 
Defense, because we all may disagree with them from time to time a 
well as with other Government agencies. But that is the point, it 
seems to me, that is hard to refute, that if you prohibit the sale of 
tankers to Communist-controlled countries, and that was done in 
1947, you were able to accomplish—I say “you”; I am speaking of 
course of your client; your client was able to accomplish—through 
these charters, the very thing that certainly the spirit of the law was 
intended to prohibit; and that was the use of American- flag tankers 
for transporting oil to Communist-controlled countries. 

Mr. Wasson. Senator, I still get back to the fact that the same 
argument can be made against United States tankers transporting oil 
to England. 

Senator Nixon. We cannot agree on it. So your argument has been 
set forth, and so has mine. 

Mr. Wasson. I mean, the same restriction existed. 

Now, I think that this is a perfectly logical argumeit for requiring 
specific approval of the Maritime Commission for any foreign charter. 
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I mean, tankers are subject to rigid export controls, so their use should 
be subject to similar controls: is ‘the : argument of the letter. All I can 
say is that apparently the Maritime Commission took a year to act on 
it. 

Senator Munpr. What was the month and the year when you were 
advising your Chinese clients on the legality of using these bottoms 
for the transportation of goods to Communist China’ Was that in 
1949? You mentioned that there was a meeting and you wanted to 
show who was there, where you were given advice on the legality of it. 

Mr. Wasson. As you probably realize, Senator, I would not use the 
term “Chinese client” in referring to United Tanker Corp. If your 
question is What the month and year was in which I had this conference 
with representatives of United Tankers, that is something else. 

Senator Munpr. We mean United Tanker Corp 

Mr. Wasson. It was some time in June 1949, 

Senator Munpr. My question is this: When you were advising them, 
in June 1949, that on the basis of your best reflection it was legal for 
them to engage in that kind of tr: aflic—You did advise them of that? 

Mr. Wasson. Yes, sir; I said that unquestionably it was legal, but 
that I thought they should check it with the State Department. 

Senator Munpr. Right. At the time you gave them that advice, 
then, which helped induce them to engage in that kind of traffic , did 
you at that time know that your partner, Mr. Morris, on December 11, 
1947, had made a promise to the Maritime Commission, in connection 
with the then existing application, that if the application was suc- 
cessful it would be a means of bringing assistance to the Chinese 
Government, who quite possibly did not know about his representation 
at that time / 

Mr. Wasson. I was completely familiar with the letter that Mr. 
Morris wrote in December 1949. 

Senator Munpr. You knew about that letter, then? 

Mr. Wasson. Yes, sir. 

Senator McCartruy. You said you were familiar with it ? 

Mr. Wasson. I was completely familiar with it. 

Senator Munpr. It seems to me, then, that there was your oppor- 
tunity to vindicate the promise that Mr. Morris had made, if you 
knew about it. If you did not know about it, you may have been 
checking the legality. But here was a member of the firm knowing 
about it, and an opportunity to tell them that, “As far as we are con- 
cerned, we have tried to convey the impression that the ships under 
your control would not be used to help the Communists.” 

Mr. Wasson. Senator, we felt we weren’t the ones, we in our yi 
who were supposed to be determining foreign policy, but that that 
the State Department’s job. All we did was to suggest that our chinatt. 
before taking an offer of a charter to carry oil from Constanzia to 
Dairen, at a time when other United States flag vessels were in the 

regularly subsidized trade with Communist China, at a time when, as 
far as we could tell from the papers, it was the policy of the United 
States to try to wean China away from Russia, or something of that 
sort—at that time, we said, “Ask the State Department before you 
take the offer.” That is all we did. 
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Senator Munor. As far as that goes, that is perfectly proper. But 

I do not see how you can jibe that with the previous promise that 
Mr. Morris, speaking for your firm, had made to the Commission, 
that if the application were successful it would be a means of giving 
the Chinese Government assistance. It would seem to me that you 
certainly had a moral obligation to tell your clients: Here, we have 
been trying to help you with = Maritime Commission on this basis. 
There were no “ifs,” “ands,” or “buts” about foreign policy on that 
statement. You said you were going to use it to ‘help the Chinese 
Government. Now you figure out an escape hatch by virtue of the 
fact that the Secretary of State said it would be all right to do it, or 
somebody speaking for the State Department. 

Mr. Wasson. Senator, the tankers were made available to the use 
of the then Government of China. 

Senator Munpr. Fora very short period of time. 

Mr. Wasson. For from about a year toa year and a half. 

They would have still been available if ECA had not for some reason 
cut off funds to the Chinese Government for use in paying funds for 
charter hire. 

Senator Munpr. Do you suppose Mr. Morris’ influence with the 
Maritime Commission would have been as compelling if he said, “I 
hope this will be successful in helping to bring in supplies for the 
Nationalist Government for a few months, after which we expect it 
can be used to help the Chinese Communist Government” 

Mr. Wasson. Mr. Morris had no influence with the Maritime Com- 
mission, and the application was completely unsuccessful. 

Senator Munpr. No, it was not; because they referred back to this 
letter in the testimony when they finally did accept a different appli- 

cation. It was referred to. 

Mr. Wasson. The counsel for the Commission referred to the de- 
scription in the application as to the source of funds of United Tanker, 
its corporate set-up, the description of the corporation generally. 

On the question of whether United Tanker is or is not a United 
States citizen under the meaning of the Shipping Act of 1916, I can- 
not see how the use to which its tankers are put is relevant. 

Senator Munpr. One of the big questions the Maritime Commission 
had to determine at this stage of the game was whether this was a 
legitimate application for use for American purposes or for foreign 
purposes. 

It was all involved in one package. 

Whether counsel read this particular part, or some other part, is a 
matter in which we may take your guess as well as mine, but it was 
all available for him. 

Mr. Wasson. Nationalist China was just as much a noncitizen under 
the Shipping Act as Communist China. I mean the question of 
whether it was China or Russia or England or South America to 
which the vessels were going to be chartered had nothing to do with 
the question of whether United Tanker Corp. was a United States 
citizen. In any event, Senator, it seems to me that you couldn’t inter- 
pret that letter that so much stress is being placed on as saying: 

“Regardless of what the United States foreign policy is, forever ‘these 
tankers will be chartered to a particular government.” 

In the first place, we were only talking about a charter that was 
going to run for 2 years. And, as a matter of fact, it only ran 13 or 
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14 months, because the United States Government cut off aid to 
Nationalist China. 

Senator Munpr. I will yield to the Senator from Wisconsin at this 
point, because we are about to recess, and I will pursue the point 
further. 

Senator McCarruy. Just one question. You may not have the 
answer to it tonight. If not, I wisi you would bring it along 
tomorrow. 

Am I correct in this, that insofar as the United Tanker Corp. was 
concerned, the only American money invested was $2 by Mr. Lenfest, 
$2 by Mr. Sieling—and what other Americans invested mone y? 

Mr. Wasson. Well, a similar amount of Mr. Tode. It depends on 
what you mean by “investment.” 

Senator McCarrny. By investment, I mean investment. 

Mr. Wasson. Do you mean loans? Or do you mean stock invest- 
ment? 

Senator McCarruy. I mean money put into the firm, money spent. 
You know what an investment is, do you not 

Mr. Wasson. Yes. You can have an investment in stock, or you 
can have an investment in a bond or loan. 

Senator McCarrny. A capital investment, then. 

Mr. Wasson. Well, if you are referring to stock investment, that 
was all the United States money that went in at that time. 

Senator McCarruy. Was there any other capital investment, then ? 

Mr. Wasson. $2,000 was a Chinese capital investment. 

Senator McCarruy. Justa minute. Isay: Besides the $6 of Amer- 
ican capital investment, was there any other American capital invest- 
ment in this corporation ? 

Mr. Wasson. Well, when you use the term “capital investment,’ 
Senator, if you mean Jong-term investment, if you are including in 
the scope of that any long-term financial investment in bonds or 
debentures or that sort of thing, then, of course, the answer is that 
most of the money came from United States sources. 

If you mean just stock, then the answer is that only $6 came from 
American sources. 

Senator McCarruy. Only $6. 

Mr. Wasson. At the origin of the corporation, yes. 

Senator McCarruy. And any other American money was money 
which the Chinese borrowed; is that right ? 

Mr. Wasson. I don’t follow that question. Money which the 
Chinese borrowed ? 

Senator McCarrnuy. Well, now, you have three Americans that 
you claim control the corporation. My question is simply this. Did 
they pay any more than $2 each to get control of this corporation 
worth several million dollars? 

Mr. Wasson. No; they did not. 

Senator McCarrny. Did they pay any more than $2 each? 

Mr. Wasson. At the time they paid the money, the corporation 

was worth virtually nothing, Senator. It had just been organized. 
I mean, it wasn’t a question 

Senator McCarrny. Will you do this for me tonight, so that you 
can answer tomorrow ? . 

Will you search your records and find out whether or not the Mari- 
time Commission, when being asked to pass upon the United States 
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citizenship of this corporation, was notified that the only capital in 
vestment by the Americans in the corporation was $2 each on the part 
of three individuals? I want you to search the records tonight. 

Mr. Wasson. I can answer that question right now, without search- 
ing any records, Senator. 

The statement made to the Maritime Commission was that sub- 
stantially all of the capital would be provided by Chinese Trading 
Corp. 

Senator McC artnuy. Did you notify the Maritime Commission ever 
that the only money paid by ae three American stockholders was $2 
each, in other words, a total of $ 

I want to know that, if at any aie they were notified. If you can 
answer that now, good. If not, I want you to answer tomorrow. 

Mr. Wasson. Senator, they were not at the time the application 
was filed told the specific amounts that either the United States citi- 
zens or China Trading were intending to invest. So that in that sense, 
the answer to your question is “No.” 

Senator Horry. We will now take a recess until 10 o’clock in the 
morning. 

You may return at that time, Mr. Wasson. 

(Whereupon, at 4:55 p. m., Wednesday, March 5, 1952, the hear- 
ing was recessed until 10 a. m., Thursday, March 6, 19! 52.) 
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THURSDAY, MARCH 6, 1952 


Untrep STates SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution No. 
951, Eighty-second Congress, second session, agreed to January 24, 
1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee), presiding. 

Present : Senator Clyde R. Hoey, Democrat, North Carolina; Sen- 
ator Thomas R. Underwood, Democrat, Kentucky; Senator Joseph 
R. McCarthy, Republican, Wisconsin; Senator Karl E. Mundt, Re- 
publican, South Dakota; Senator Richard M. Nixon, Republican, 
California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. Hatch- 
er, chief assistant counsel; Jerome S. Alderman, assistant counsel; 
William A. Leece, assistant counsel; Louis Sornson, accountant; Ruth 
Young, chief clerk. 

Senator Hory. The committee will please come to order. 

Mr. Wasson, will you come back to the stand, please 

Mr. Flanagan, you may resume the examination of Mr. Wasson. 

Mr. Fuanacan. Mr. Wasson, yesterday when we recessed for the 
afternoon, we placed in the record a letter from the Secretary of De- 
fense to the Maritime Commission, dated October 4, 1949, in which the 
Secretary stated that: 

Permitting United States flag vessels to transport high war-potential goods 
to and from Communist-controlled ports presents a definite threat to the na- 
tional security of the United States. 

And my recollection is that you testified yesterday that you were 
not aware of these objections on the part of the Department of 
Defense. 


TESTIMONY OF HOUSTON H. WASSON, ATTORNEY, LOVEJOY, 
MORRIS, WASSON & HUPPUCH, NEW YORK CITY—Resumed 


Mr. Wasson. That is correct. 

Mr. Firanacan. Had you known at that time in the fall of 1949, 
when you were operating these ships under Russian charter, of these 
objections on the part of the Department of Defense, would it have 
made any difference in the advice to your clients, namely, the United 
Tanker people, with regard to the handling of the charter ? 
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Mr. Wasson. You will recall that my testimony was that the only 
advice that we gave to our client was to check the matter with the 
State Department before accepting the charter. 

I am sure that United Tanker Corp., if it had been indicated to it 
by the State Department that it was not considered desirable or ad- 
visable to make the charters, would not have made the charters. 

Now, if you ask me as to what would have been the attitude of 
United Tanker Corp. if one agency of the Government said, “There are 
no objections to this,” and another agency said, “There may be objec- 
tions to this,” I do not know what the result would have been. 

Mr. Fianacan. The other agency of the Government, namely, De- 
fense, didn’t say “maybe.” It said it “presents a definite threat to the 
national security of the United States.” 

Senator Nrxon. It does not leave much doubt, does it ? 

Mr. Wasson. I can’t answer that question. All I can point out is 
that until October 1950, apparently the Maritime Commission took no 
action as a result of this particular letter. The Maritime Commission 
was the agency of the Government entrusted with the responsibility of 
determining whether United States flag vessels could be chartered to 
foreign charterers. They had complete power over the chartering 
of any United States flag, under section 9 of the Shipping Act. All the 
Maritime Commission had to do if it wished to restrict the use of 
United States flag vessels and present charters of United States flag 
vessels to foreign characters was to issue an amendment to their 
General Order No. 59, as they did in October 1950. 

It seems to me that the question should be to the agencies of the 
Government making the rules and regulations and interpreting the 
policy, rather than to the people who were simply abiding by the 
regulations. 

Mr. Franacan. Did it never occur to you as counsel for United 
Tanker, which was being at that time financed at least in part, in 
substantial part, by C hinese interests, that these Chinese were in a 
rather incongruous position as Nationalist Chinese in that they had 
been forced out of China by the Chinese Communists and yet they find 
themselves carrying oil to the Chinese Communists on the mainland ? 

Mr. Wasson. I don’t think the board of United Tanker Corp. ever 
considered that the company was under any obligation to carry out 
the policy of any Government except the United States Government. 

Mr. FLanaGan. As you know, and as I recall from the record, United 
Tanker was controlled by the China International Foundation. 

Mr. Wasson. That is correct. 

Mr. Fianacan. Through the ownership of the common stock ¢ 

Mr. Wasson. Yes, sir. 

Mr. Fuanacan. And that common stock had been presented as a gift 
to the China International Foundation by the China Trading; isn’t 
that correct ? 

Mr. Wasson. That is correct. 

Mr. Fianacan. Under those circumstances, did you, as an official of 
China International Foundation, feel it was a rather incongruous 
position to be in? « , 

Mr. Wasson. The gift that was made was an absolute gift. It wasn't 
a gift with any strings attached. I never considered that the m: aking of 
the gift created any obligation on the part of either the China Inter 
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national Foundation or United Tanker to do other than follow the 
policy of the United States. 

Senator Nixon. You mean no legal obligation ? 

Mr. Wasson. No obligation of any sort. 

Senator Nixon. No legal or moral or ethical obligation at all? 

Mr. Wasson. That is correct. 

Senator Nixon. In other words, even though Mr. Morris, in his 
public statements and yours and the statement that you filed with the 
committee, constantly emphasize the fact that you were trying to help 
these Chinese engineers and the Nationalist Government thr ough set- 
ting up China International Foundation, and mention of the Na- 
tionalist Government occurs over and over again in these statements, 
in spite of that fact, you say you didn’t think it became incrongruous 
for you on the one hand to accept, for example, ECA funds to help the 
Nationalist Government and on the other hand to acce pt charters and 
contracts from the Soviet Union to help the Soviet Government ‘ 
No incongruity appears there to you / 

Mr. Wasson. It would have appeared incongruous to me if, at a 
time when we were accepting ECA funds on t: ankers running for the 
Nationalist Government, at the same time, the tankers were chartered to 
carry oil from Constantsa to China. 

Senator Nixon. Exactly the same time. In other words, we are 
again getting to the quéstion of the fact that if it had been done 2 
or 5 days after you made this statement, it would have been different 
than if it were 12 months. That would affect the question of right or 
wrong, in your opinion: is that right ? 

Mr. Wasson. Well, in my opinion, the only question which con- 
fronted the officials of the United Tanker Corp. was whether any 
charter offered to them was consistent with the policy of the United 
States Government. At atime when it was the policy of the United 
States Government to support the Nationalist regime in China, the 
charters were chartered to the Nationalist regime in China. 

After ECA had withdrawn dollar aid from the Nationalist Govern- 
ment to the extent that it made impossible for them to continue charter- 
ing the tankers, then United Tanker was forced to look elsewhere for 
charters. It chartered toa wide variety of charterers, French, British, 
Italian, Swedish. Four of those charters were for the carriage of oil 
from Constantsa to north China. I think that the board of United 
Tanker regarded those charters as it would any other charter, with 
the exception that because the question of the relations of the United 
States of Communist China was a very confused question, they 
thought it best to check with the State Department before they took 
any action, 

Mr. Firanacan, Did I understand you to state that you would think 
it was incongruous if, on the one hand, your tankers were handling 
ECA oil and getting paid with ECA funds for carr ving those cargoes, 
and. on the other hand, you were dealing with Communist China ? 

Mr. Wasson. No; I didn’t say that. ‘T said I thought it would be 
incongruous, at least that is my offhand reaction, if at the same time 
the tankers had been taking ECA money to carry oil for the Na- 
tionalist Government of China they had been carrying oil for the 
Communists. 
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Senator Nrxon. The reason, of course, you say that is that, as a 
matter of fact, the very same time that United—I do not want to use 
the term “you” because I recognize they were your clients—at the same 
time that United was accepting money from the Soviet Union, its 
agency, to carry oil to Communist China, is it not true that United 
on other charters was accepting money from ECA? 

Mr. Wasson. Yes, indeed. 

Senator Nrxon. In other words, on the one hand, we have the situa- 
tion that United was at the very same time that it was accepting money 
from the ECA in a program set up to combat the Soviet Union and its 

satellites, in their economic policies, at that very same time, your 
client was accepting money from the Soviet Union itself in the trade 
which, certainly from the standpoint of the De ‘partment of Defense, 
was building up the war potential of the Soviet Union. That, you 
see, is what is incongruous to us. 

Mr. Wasson. Senator, I think the difficulty is in putting yourself 
back in the situation in 1949. You will recall that the head of ECA, 
Paul Hoffman, made a statement in Shanghai in December of 1948 to 
the effect that ECA aid to China would continue regardless of a change 
in the regime. He stated that ECA vessels on their way to areas of 
China which had been enveloped by the Communists would continue 
to their destinations and deliver their cargoes to the Communist- 
controlled areas. 

Senator Nixon. It is your contention, again—— 

Mr. Wasson. Could I just finish this? 

Senator Nrxon. Yes. 

Mr. Wasson. He referred to the fact that Secretary Marshall, in 
his speech at Harvard, in which he announced the beginnings of the 
Marshall plan, described it as directed not against any country or 
doctrine but against hunger, poverty, desperation, and chaos. 

He referred to Marshall’s statement that its purpose should be “the 
revival of a working economy in the world so as to permit the emer- 
gence of political and social conditions in which free institutions can 
exist. 

Senator Munopr. Is that a statement by Mr. Latéimore, or Mr. 
Hoffman ? 

Mr. Wasson. I am quoting Secretary Marshall. ‘This was in De- 
cember 1948 

Senator Pps The date is rather important, is it not ? 

Mr. Wasson. Yes. 

Senator ce When did your trade start with the Soviet Union? 

Mr. Wasson. In June of 1949. But may I just finish this one 

Senator Nixon. Was not the policy of ECA in June of 1949 what 
you have indicated it was then ¢ 

At a matter of fact, shortly after December of 1948, early in 1949, 
was there not a pretty definite statement of policy, I will admit as a 
result of congressional pressure, by the State Department, in which 
they reversed what would appear to be a rather, shall we say, naive 
attitude which ap peared in those statements that you just re: ad? 

Mr. Wasson. I don’t think so, at the time, Senator. 

Senator Nrxon. You mean it was the State Department’s and ECA’s 
policy in June of 1949 to continue to send aid to Russia and Com- 
munist China, ECA funds and ECA help, oil, war potentials? 

Senator Munpr. What was the date of the statement you just read ? 
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Mr. Wasson. December 1948. Now, I am just looking for another 
statement. 

On September 8, 1949, which was some months after the commence- 
ment of the Russian charters, Roger Lapham, who had been chief of 
the ECA mission to China during the period May 5, 1948, to June 30, 
1949-——— 

Senator Nixon. That is Nationalist China? 

Mr. Wasson. Yes. 

Mr. Fuanacan. Read that again. 

Mr. Wasson. On September 8, 1949, which was several months 
after this June 1949 date, 2 or 3 months after, which we are referring 
to, Lapham made a speech before the Commonwealth Club of Cali- 
fornia, which expressed his individual opinion, but it was the opmion 
of someone who had just returned from being ECA Administrator 
in China. 

Senator Munpr. Was he Administrator at the time he made this 
statement you are about to quote, or was he no longer with the ECA? 

Mr. Wasson. I don’t know, sir. 

Senator Munpr. I think it is rather important whether you are 
quoting a private citizen, of whom there are some 150 million in this 
country, or whether you are quoting a responsible public official. Do 
you not agree to that? 

Mr. Wasson. Could I just finish the quotation ? 

Senator Munpr. I would like to have it identified who you are 
quoting. Because you could quote any one of 150 million American 
citizens. Is this man a responsible public official? I think we are 
entitled to know that 

Mr. Wasson. This was a speech made shortly after his return from 
a mission as a responsible public official and chief of the ECA mission 
to China during the period May 5, 1948, to June 30, 1949. 

Senator Munpr. May I inquire for the record whether at the time 
he was speaking he was a public official, or just another American ? 
Will you provide that information for the record? 

Mr. Wasson. Yes. He said: 


I do not believe that economic blockade is the right approach. Such a policy 
would give notice to the world that we have on our own initiative abandoned our 
Chinese friends. It would give Moscow a free field in which to operate and to 
justify the oft-repeated statement that American imperialism is selfish and 
cares nothing for the welfare of the Chinese people as a whole. For these 
reasons, I am opposed to an economic blockade. 


Then a little later in his speech, he stated: 


For the present, my recommendations are as follows: Continue American 
private business with the Chinese as far as it may be possible in such a way as 
not to enhance to any dangerous degree the very limited war potential of the 
country. 


Senator Nixon. Would you read that again, that last half of that 
sentence ? 

Mr. Wasson (continuing) : 

Continue American private business with the Chinese as far as it may be 
possible in such a way as not to enhance to any dangerous degree the very lim- 
ited war potential of the country. 

Senator Nixon. You would not think that a couple of tankers with 


aviation gasoline, then, would enhance the war potential of Commu- 
nist China? 
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Mr. Wasson. No tankers from United Tanker Corp. carried avia- 
tion gasoline. 

Senator Nixon. What did they carry? 

Mr. Wasson. They carried kerosene and other petroleum products. 
There is a schedule in this application that I think you have a copy of, 
showing just what the cargo was. 

Senator Nixon. Crude oil? 

Mr. FLanaGan. On that very point, Mr. Wasson, I notice that on 
voyage No. 16 of the Kettleman Hills, from Constanza en route to 
Dairen, she carried fourteen-thousand-odd tons of ethylated benzene 
and 1,008 tons of lubricating oil, AvOil, aviation oil 18. 

Mr. Wasson. I am not suffic iently familiar with the—— 

Senator Munpr. Mr. Wasson, is it not actually a pretty strong 
admission of the point we are trying to make before this committee 
that it was highly improper for American ships to be used in the 
transportation of war supplies to Communist Russia, when, in order 
to document your case—I have found the statement you made. Did 
you prepare this booklet, by the way? 

Mr. Wasson. I assisted in the preparation of it; yes. 

Senator Munpr. All right. This is a legal brief with which you 
supported your position before the courts in the Meacham case and 
kindred cases ? 

Mr. Wasson. Well, it is not before the court, but it has been filed 
with the Department of Justice. 

Senator Munor. With the Department of Justice, because they have 
tried to libel one of the ships: 

Mr. Wasson. That is correct. 

Senator Munpr. So it seems to me it is very eloquent testimony 
to the validity of the position of this committee that it was a highly 
improper use of former American bottoms to use them in helping 
Red China and helping Red Russia, when, in order to bolster up this 
legal case and to find evidence, you have had to go down to the point 
of quoting a speech before the Commonwealth Club out in San Fran- 
cisco or Los Angeles some place, the Commonwealth Club of Cali- 
fornia, delivered by a private citizen, on which to hang this tag and 
say Mr. Lapham said it was all right to ship supplies. 

And even he modified it, because, he says, if it does not damage 
to any material degree the war potential of the country. But “since 
Mr. Lapham said that, we thought it was perfectly all right to violate 
the pledge Mr. Morris made to the Maritime Commission when he 
said the ships were going to be used to help Nationalist China.” 

Now, you will not have to look any further, unless the statement 
is wrong, for the evidence for which I asked you, because it says here 
that this speech before the Commonwealth Club of California, which, 
after all, is not the place to formulate policy, but anyway in this 
speech on September 8, 1949, on which you rest your case—and your 
statement says that Mr. Lapham, ~ gave it, was chief of a mission 
to China from May 5, 1948, to June 30, 1949, so it was several months, 
apparently, if I read this language ae. after he was no longer 
chief of the mission, that he speaks up as a private citizen speaking 
at a luncheon club. And you say, “Ah ha. That makes it legitimate, 
certainly, to use American ships to help Communist China.” It does 
not seem to me that that is a very strong argument. 


Op} 
ob}: 
“ 


the 
am 
spe 
leg: 
you 

I 
in ‘ 
and 
som 





a- 


yn 
to 
he 


ng 
ee 
he 
ler 
id 


ou 
nd 


ed 


ive 


my 
ily 
ng 
his 
int 
an- 
rli- 


ind 


ge 
nce 
ate 

he 


ent 
ere 
ich, 
‘his 
our 
ion 
ths, 
over 
ing 
ate, 
loes 





SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 341 


Mr. Wasson. I wouldn’t agree with your analysis of our reasons 
for referring to that statement, Senator. We are not saying it was 
all right because Mr. Lapham, in this speech, apparently indicates that 
that was his view. 

Senator Munpr. You put it in the Wasson book here. 

Mr. Wasson. But I think if you read it carefully, Senator, you will 
agree that the point that is made there is that the matter was checked 
with the State Department, which is supposed to be the agency that 
makes the policy of the United States on these matters. 

The reason for the reference to Lapham was simply to try to get 
away from the situation that we find ourselves in in this committee, 
where I think, because this investigation is being conducted in 1952 
instead of in 1949, it is very hard in the questioning for you to think 
back to what the statements that were being made by figures who had 
been associated on these projects were. 

Senator Munpr. May I interrupt at this point to say it is not hard 
for me to think back, because I happened bebe a member of the House 
Foreign Affairs Committee in 1947 and 1948, when we issued clear- 
cut committee reports on the danger of this very type of thing, when 
we protested at that time, long before Mr. Lapham’s speech, long 
before the company that you were advising got into this business. 

Our committee at that time, in public reports and public records in 
the House Foreign Affairs Committee, cautioned against the crimson 
greed by which certain American private interests were trying to get 
some blood-soaked profits by trading with the Red Chinese and help- 
ing that cause. 

So, it is not a matter of just going back. We know what the world 
was like in 1948 and 1949. Sodo you. You know that the Russians 
were Communists. You know that the Red Communists under Mao 
Tse-tung were Communists at that time. 

Mr. Wasson. Senator, it wasn’t a question, I don’t think, of whether 
the people in control of China were Communists. It was a question 
whether the foreign policy of the United States could best be served 
in that time by continuing trade with Communist China, or by cutting 
off trade with Communist China. 

Now, it would have been very simple for the State Department or 
the Department of Commerce or the Maritime Commission to have 
cut off trade with Communist China in the summer of 1949 instead 
of in December 1950 if they had considered it advisable policy for the 
United States. Do I gather that you feel the State Department was 
5 ere to these shipments, even though they told us there were no 
objections ¢ 

Senator Munpr. No; my feeling is that insofar as you checked with 

the State Department, as you told us yesterday you did, although I 
am not at all impressed with what Mr. Lapham said in the luncheon 
speech, if they said it was O. K., I think you came within the proper 
legal purview, and that there could be no legal action taken against 
you and you violated no law. 
_ Then the question comes up of the matter of ethics and good faith 
in connection with Mr. Morris’ letter to the Maritime Commission, 
and we have a difference of opinion on that, which we went into at 
some length yesterday, and there is no need to go into it again. 
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You seem to think it was good faith, and in my opinion it was not, 
but that is a matter of how 1 you read the letter and survey the facts. 

Now, in reading the Wasson book last night, which you prepared, 
which was very helpful, and which helped straighten out some of 
these things, correct me if I am wrong, but I could find no copy of 
Mr. Falck’s letter from the State Department. All I could find was 
a letter from this ship brokerage concern saying that Mr. Falck had 
told them on the telephone—— 

Mr. Wasson. Mr. Falck wrote no letter, as I understand it. 

Senator Munpr. So that all they had to go on was a telephonic 
conversation interpreted by the ship brokers eager to go into this 
blood business; is that right? 

I looked for the letter, because I gathered from your testimony 
yesterday you got it from Mr. Falck in a letter. 

Mr. Wasson. You must have misunderstood my testimony, because 
I said that we had nothing to do with the clearance of the matter 
with the State Department at that time, that it was handled by Sieling 
& Jarvis. 

Senator Munpr. That is true enough. 

Mr. Wasson. I referred to a letter that Sieling & Jarvis had writ- 
ten United Tanker Corp. 

Senator Munpr. You see, I thought you were referring to a letter 
that Mr. Falck had signed and delivered to Sieling & Jarvis which you 
had seen. Because I said, “Is this hearsay testimony, or just something 
you know about?” You said, “It was done in a letter.’ 

Mr. Wasson. I think the record is clear that I read a paragraph 
from a letter of Sieling & Jarvis which referred to a conversation with 
Mr. Falck. 

Senator Munpt. Very well. 

Mr. Wasson. I might point out that they wrote a letter confirming 
that conversation to the State Department, and I understand received 
no reply from the State Department disavowing the statements in 
their letter. 

Senator Munpr. Did they receive one confirming the statements 
in the letter? 

Mr. Wasson. No, sir; I don’t think that the State Department put 
anything in writing. 

Senator Munpr. So we all understand the same thing, then. I am 
sure that whatever you told us yesterday was correct, and I misunder 
stood who wrote the letter. So we get it in the record now clearly that 
the only basis at that time on which you as counsel, your firm as coun- 
sel, were able to advise United Tanker from the standpoint of the 
legality of it was that you had a letter from the ship brokers that 
you were interested in getting into these blood profits, and they said in 
their letter— 

We have taken this up with the State Department and a Mr. Falck, initials 
unknown, has said that it was perfectly all right to do that. 


But there is nothing in writing from the State Department, then, 
so that we can be sure it was State Department policy at that time, 
on which they would have affixed a signature that it was legal. Is 
that correct ? 

Mr. Wasson. That is not quite correct, Senator. 

In the first place, the State Department’ s action had nothing to do 
with any legal question. It was perfectly clear under the law that 
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the charter to the Russian Government agency came under the general 
approval which the Maritime Commission had issued in its General 
Order No. 59, so that there was no necessity to check with the State 
Department from a legal point of view. 

The Department of Commerce had taken no steps and took no steps 
until 18 months later which would have rendered a transaction of this 
sort illegal. So that there was no necessity at all for checking with 
the State Department as the basis for any legal statement. 

Senator Munpt. Then why were youc ‘hecking ? 

Mr. Wasson. The reason that United Tanker checked with the 
State Department was because it wasn’t satisfied to go into the trans- 
action merely on the basis that it was legal. It only wished to take 
the chartering to the Russians if the State Department had no objec- 
tions tothe transaction. It was a matter of policy ; not of law. 

Senator Munpr. It certainly required only a pint sized parcel of 
evidence to satisfy their curiosity, then, if they were satisfied with a 
telephone call indirectly transmitted to them by the brokers that you 
were going to make less profits plying in trade between two enemies of 
the United States. 

The curiosity was not very persisting, certainly. 

Mr. Wasson. Sieling and Jarvis were the regular owners and opera- 
tors of the vessels. Mr, Jarvis was a person very well known to the 
United Tanker Corp. 

When Mr. Jarvis advised them that he had discussed the matter 
with some one in the shipping division of the State Department, I am 
sure that United Tanker Corp. could properly rely upon what Mr. 
Jarvis told them as an accurate statement. 

Senator Munpr. Then my statement was correct. You have not 
found any fault with my statement that I asked you to criticize, ex- 
cept that the reason for making the request of the State Department 
was not one of legality; it was one of ethics. But it was such faint- 
hearted ethics that as soon as they had a rumor of a telephone call they 
were perfectly satisfied. ‘That is the only place you found fault? 

Mr. Wasson. Senator, there again, I think that the degree of dis- 
cussion with the State Department at the time depends on what the 
general business practices at the time in connection with trade to China 
were. 

The United States Government itself was subsidizing vessels which 
were regularly trading with North China at the time. I did not come 
here prepared to discuss the general question of international relations 
or what trading was going on with China. Iam sure that the particu- 
lar four tanker loads of oil carried on United Tanker vessels was not 
the only oil which was being shipped to China. 

Mr. Fuanacan. On that 1 very point, Mr. Wasson, let us get the facts 
straight now. You are talking about trade to China generally. 

In your case, in the case of United Tanker, it was trade between 
Soviet Rumania and China. 

Now, do you know of any other ships, any other American flag ships, 
that carried oil from Soviet Rumania to Communist China? Do you 
know of any others? 

Mr. Wasson. I do not know of any others. Iam not sure. I think 
there is a reference to some vessels carrying oil; I am not sure whether 
from Constanza or not. 
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Senator Nrxon. Mr. Wasson, could I help you on that for just a 
minute? 

Mr. Fianacan. Just on that point, Senator, before you read that: 

You are referring to a letter dated April 27, 1950, which was ad- 
dressed to the Department of State by Sieling and Jarvis? 

Mr. Wasson. That is right. 

Mr. Fuanacan. In which they point out that to their knowledge 
there are other vessels trading between the Soviet and China? 

Mr. Wasson. That is right. 

Mr. Fuanacan. And they name six different vessels. You will 
pee that the only two American flags vessels in that group are the 
U.S. 8. Kettleman Hills and the S. S. St. Christopher, both your ves- 
sels. The others are Norwegian, Danish, or Panamanian. 

Mr. Wasson. Well, I notice they also say that there was competi- 
tion from other United States flag vessels or another United States 
flag vessel to get the business. 

Mr. Fuanacan. They tried to get the business and couldn’t. You 
got it. Isn’t that correct? 

Mr. Wasson. But may I just make this statement? I don’t see the 
point that you are making in distinguishing between carrying oil from 
the United States to Communist China and carrying oil from Con- 
stanza to Communist China. 

I would think that it would be more the policy of the United States 
to permit simply the supplying of a shipping service at a time when 
there was a surplus of tanker transportation and nothing was being 
supplied to the Russians which they could not easily get elsewhere, 
rather than supplying some product which they might have difficulty 
in obtaining elsewhere. 

In other words, we weren’t supplying the oil to Russia. They al- 
ready had that. All that United Tanker was supplying was a tanker 
transportation service. 

Mr. Fuanacan. Which, as a matter of fact, they didn’t have and 
they needed. 

Mr. Wasson. Which they could have obtained from Norwegian, 
British, any other sources of tanker transportation. 

Senator Nixon. So your point is, then, that since as far as this 
matter is concerned, as far as this business is concerned, the business 
was there, and if you did not get it the Norwegians or the French or 
somebody else were going to get it. So it did not make any difference 
to you that this happened to be a so-called Chinese Nationalist group 
that was doing this business, furnishing the oil for the Chinese Com- 
munists. You see, that is where the incongruity appears to at least 
the average layman. 

Mr. Wasson. I am making that point, that it was not supplying 
something which wasn’t already readily available, and if you want 
to look at the net effect of it, realistically, the only net effect was that 
some dollars went to United Tanker instead of to someone else. 

On the incongruity point, I don’t know that I can add a great deal 
to what I have alres udy said. 

Senator Nrxon. On the point that you made, I think the record 
should be clear on just what other American-flag tankers were en- 
gaged in this trade. Because I think the implic ation is that this was 
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business that was available to any American-flag carrier if it was a 
charter for less than a year at that time. 

That is correct, is it not? 

Mr. Wasson. That is correct. 

Senator Nixon. And of course, the assumption is that since this 
was a highly profitable business, I understand that a premium was 
paid for this business. 

Mr. Wasson. It was not highly profitable. It was more profitable 
than the other business which was available at that time. 

Senator Nrxon. It was more profitable than any other business you 
could get at that time? 

Mr. Wasson. That is why we took it. 

Senator Nrxon. That is why you took it. 

Well, then, it would be assumed that American-flag tankers gen- 
erally would want the business, since there were no legal restrictions 
against it, if they could get it. 

“Tt was because of that that I wrote to Admiral Cochrane of the 
Maritime Commission and asked him to make an inquiry. 

I recognized, of course, the fact that the Maritime Commission at 
that time had a provision to which you have referred, in which any 
charter for a year or more would have to be submitted to them, but 
I asked him to inquire to see whether or not any other American flag 
tankers chartering on the basis of less than a year engaged in this 
same type of business. 

I will not read this whole letter. I will put the whole letter in the 
record. But the hanger paragraph dealing with that reads as fol- 
lows. It says, “You requested information with respect to other 

tankers disposed of by the former Commission which may have en- 
gaged in like trade,” referring to the trade, of course, in which these 
tankers had engaged. 

The staff of the Maritime Administration has checked with the Department 
of State and with the Office of Naval Operations and so far as we have been 
able to learn, no other American flag tankers have engaged in trade with Com- 
munist dominated countries. 

Now, the point that seems to me important here is this: I think it 
would be easier to understand this type of trade if it had been engaged 
in, for example, by a Greek-controlled American flag tanker or a 
British-controlled American flag tanker. 

It is more difficult to understand when it is engaged in by a Chinese 
Nationalist controlled tanker. 

Senator McCarruy. May I interrupt here? There is nothing here 
to indicate that these individuals were Chinese Nationalists. There 
is everything to indicate they were the opposite from Nationalists. 

Senator Nrxon. That isthe point. The contention is made, Senator, 
that that is the case. . 

Senator McCarruy. I have been reading in the news every day 
statements from Mr. Morris and Mr. Wasson and different individuals 
that these were Chinese Nationalists. 

It is true the Commission was led to believe that these individuals 
were loyal to the Republic of China. But all of the evidence which has 
been introduced indicates that they were working hand in glove with 
the other element in China, the Communists. There is no question 
about that, is there, Dick ? 
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Senator Nixon. The facts are there, and you can interpret them, cer- 
tainly, in that way. 

But there is another point I think bears on that, Mr. Wasson, and 
then you may want to comment on this letter by the Maritime Com- 
mission. We had, I think, a fairly similar situation confronting the 
Committee with some of the other tankers which the Casey group dis- 
posed of. I think you may recall that the Casey group disposed of 
some of its tankers to Greek-controlled interests, who operated the 
tankers similarly to the way that the Chinese interests operated them. 
Their attorney, Mr. Guthrie, was before the committee last week, and 
toward the end of his testimony, Mr. Flanagan asked Mr. Guthrie 
this question. 

Now, understand, before I read oa questions and the answer, that 
here we have a situation which, it seems to me, is on all fours with 
your situation, except that in one ‘ial ince we have Greek nationals 
controlling the corporation and in the other instance Chinese na- 
tionals. | Reading. | 

Mr. FLANAGAN. Have any of these five ships since your group took over ever 
carried oil to or from any iron curtain country? 

Mr. GUTHRIE. No, sir. 

Senator Nrxon. In your opinion, if Mr. Niarchos had had the opportunity 
to engage in a profitable contract carrying oil to or from iron curtain countries, 
would he have done so? 

Mr. Gutureie. I can tell you without any question, no. 

Senator Nixon, He would not. Would you have advised him to do so, as his 
attorney? 

Mr. GuruHrie. I certainly would not. I would not have advised him to carry 
oil, and the Greeks feel quite differently about the Communists than we do 
here, and much more deeply: 


I would imagine, parenthetically, that the Greeks feel about as 
deeply about the Communists as the Chinese Nationalists should feel 
about the Communists. 


Senator Nixon. And would you feel the same way? 

Mr. GuTuHrie. I certaily would, sir. 

Senator Nixon. Because you feel it would be against the national interest even 
though you could have gotten such ships. 

Now, that to me indicates the reason why we did not have other 
American-flag tankers engaging in this business. They could have 
gotten the business. It was a profita’ yle business. But even though 
the »y realized that it was technically within the law to take this kind 
of business, they felt that it would be against the national interest 
to do so. And that is the reason why it seems difficult to understand 
you contention that there is no inconsistency, one, in accepting funds 
from ECA at the same time that you are accepting funds from the 
Soviet Union, and, two, no inconsistency in transporting oil in Ameri- 
can-flag tankers to and between Communist ports by a company which 
at least nominally and at least as far as the public had been led to 
believe was controlled by interests which were favorable to the Chinese 
Nationalist Government. 

Mr. Wasson. Senator, I would like to say several things in regard 
to that rather long question. 

First, I would like to make it clear, of course, that I don’t agree 
with your characterization of United Tanker as being controlled by 
Chinese. I think that I have probably made that sufficiently clear 
already. 
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Senator Nixon. Let me ask you this in that connection: When 
this matter of carrying the oil to the Chinese Nationalists came up, 
did you submit it to the president of the company, Mr. Lenfest 
Did he approve the decision ? 

Mr. Wasson. I am sure that he was consulted, and approved. 

Senator Nixon. Did you submit it to the foundation, which re- 
ceived some of the profits from United Tanker, to Mr. Morris? Did 
you submit it to him ¢ 

Mr. Wasson. No, I did not. 

Senator Nixon. Did he know about it at any time? 

Mr. Wasson. It is my best recollection that he did not know about 
it. 

Senator Nrxon. In other words, he was just a dummy in the deal 
and this was a dummy corporation. 

Mr. Wasson. Senator, could I answer the questions one at a time, 
before we get too far away from them? 

First, taking them up in reverse order, it was not the purpose or 
function of the foundation to run the tanker business. The function 
of the foundation was to apply the moneys which it received to pur- 
poses which the trustees regarded as proper charitable or philan- 
thropic purposes. 

Senator Nixon. You mean the profits? 

Mr. Wasson. Could I just finish ’ 

Senator Nixon. Sure. 

Mr. Wasson. China International foundation discharged, I think, 
completely its duty as a stockholder of United Tanker Corp. when it 
elected a board of Directors of United Tanker which it regarded as 
able and competent to run the business of United Tanker Corp. 

Now, getting back to this question as to policy and the statements 
made by. Mr. Guthrie when he was testifying, I think that the answer 
of Mr. Guthrie were very natural answers toa general question which 
was framed to him which did not distinguish at all as to the time 
period, I believe, to which it was referring. 

Obviously, there was a time when people were receiving decorat — 
for trading with Russia, during the war. Then there followed ; 
period which culminates in the present situation, when obviously no 
one would deliver oil to Russia, or trade with Russia, under the present 
circumstances. 

Now, at some point in that period, you come to some sort of change 
in United States policy. When it was the United States policy to 

trade with Russia or to trade with China, I think that any United 
States citizen company would have been glad to trade with Russia 
or to take this sort of business, and I call your attention, Senator, to 
the fact that this tanker Werrimack, which is referred to in this letter 
from Seiling & Jarvis, which we have been discussing, which is stated 
there to have been in competition for the business, is one of the tankers 
listed on the exhibits you have received as being owned by one of the 
companies in which Mr. Niarchos has an interest. 

Senator Nixon. Could I get this point clear ? 

I do not know that I understood your last statement. 

Is it your point, then, that this business was not available to other 
American flag tankers? 

Mr. Wasson. Oh, not at all. 
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Senator Nixon. My point is: What is the answer to the question I 
~aised as to why it is that these are the only two American flag tankers 
that engaged in this type of business. 

Mr. Wasson. The point that I was making as to the Merrimack: 
You quoted at length the testimony as to the attitude of Mr. Niarchos. 

Senator Nixon. And I quoted from Admiral Cochrane’s statement 
that these were the only two tankers engaging in this business. 

Mr. Wasson. Now, what I am pointing out is that the attitude de- 
pends upon the time, and that at this time that we are talking about, 
the Merrimack, which is referred to in Sieling & Jarvis’ letter as 
having been offered to the Russians in competition, was a vessel which 
belonged to this group of tankers which were controlled by Mr. Niar- 
chos. So that that indicates that while you may have people feeling 
very strongly at present about this type of business, they did not have 
similar feelings back in 1949. And that is the point I am trying to 
make. 

Senator Nixon. Does that refer also to Admiral Cochrane’s letter / 

He says, and I quote again, that— 

As far as we have been able to learn, no other American flag tankers have 
engaged in trade with Communist-dominated countries, 

Period. That is all of them, any time. There is no time element in 
volved at all in that statement. 

Mr. Wasson. Oh, there has to be 

Senator Nixon. Just a moment. 

Mr. Wasson. We gave any number of vessels and tankers to Russia 
during the war. 

Senator Nrxon. You know very well, Mr. Wasson, he is referring 
to the American flag tankers which were disposed of by the Commis 
sion, the same ones that you got: 

You requested information with respect to other tankers disposed of by the 
former Commission which may have engaged in like trade. 

Now, that is what he is referring to. And his answer is that none of 
them except these two ever engaged in such trade. 

My question is: Did they have a different standard of ethics, shall 
we say, than your clients had? Or what is the reason for that, in your 
opinion ? 

Mr. Wasson. Senator, I don’t have the investigative powers of this 
committee. 

As I said before, I think that you would find a very, very large 
volume of oil being moved throughout 1949 and 1950 on United States 
flag tankers owned by major oil companies going to Hong Kong. 
Probably most of the oil that went to China was transported in that 
fashion. 

Senator Nrxon. But you would not question Admiral Cochrane’s 
statement that no surplus ships paid for by the American taxpayers 
were used in this trade. He said that none of them were except your 
two. And that is the point that I am concerned about. 

Mr. Wasson. In this trade? Could I see the letter, if it is going to 
be put in as an exhibit ? 

Mr. Ftanacan. Are you going to put that in the record, Senator ? 

Senator Nixon. Yes; I will put it in the record. 

Senator Hory. Senator Nixon’s letter to Admiral Cochrane and the 
reply will be exhibit 36. 
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(The letters referred to were marked “Exhibit 36” and will be found 
in the Appendix on p. 706.) 

Senator McCartuy. Were you the attorney for the China Trading 
in December of 1950 ¢ 

Mr. Wasson. I don’t think at that time we were handling any legal 
matters for them. 

Senator McCartruy. Do you know / 

Mr. Wasson. That is my best recollection. I couldn't say positively 
without referr ing to our records. 

Senator McCarruy. Do you know when you last advised China 
Trading ? 

Mr. Wasson. We have advised them subsequently to that date. 

Senator McCarruy. In other words, you were their attorney before 
that, and you were their attorney since then / 

Senator Munpr. He explained yesterday that he was not on a re- 
tainer basis. 

Mr. Wasson. From time to time we were asked to perform services 
for them. 

Senator McCarruy. In any event, you know of no other attorney 
representing China Trading during that period ? 

Mr. Wasson. Yes; I mentioned two firms of attorneys yesterday 
who, during that period, were representing them. 

Senator McCarruy. Let me ask y you this, then. On December 10 
of 1950, our Government issued an order. 

Will you set that down and listen to me? 

On December 10, 1950, our Government issued an order providing 
that no more shipping under the American flag would contact. any 
Chinese Communist ports. Prior to that time, of course, China Trad- 
ing had been using its ships in and out of the Communists ports. Im- 
medi: ately after that order was signed, namely, on the 18th of Decem- 
ber, 8 days later, China Trading “transferred the shipping to British 
interests. So that the American order would not apply. Did your 
law firm handle that transaction / 

Mr. Wasson. We did not. 

Senator McCarruy. Do you know whether you were consulted on it ¢ 

Mr. Wasson. It is my recollection we were not. 

Senator McCartuy. Do you know what law firm did handle that? 

Mr. Wasson. My recollection is that China Trading, during that 
period—— 

Senator McCarruy. I think—— 

Senator Hory. Let him finish his answer. 

Senator McCarrnuy. Mr. Chairman, I asked him whether he knew 
what. law firm represented China Trading when they used this system 
of avoiding the Lo law. 

Now, either he knows or he does not. 

Senator Hory. I think he ought to be permitted to finish. 

Go ahead and finish your answer. 

Mr. Wasson. It is my understanding that during that period, China 
Trading was consulting Cadwalader, Wickersham & Taft with respect 
to some transactions and the firm of Nash, Ten Eyck, Maximov & Free- 
hill with respect to other transactions. I do not know whether this 
specific point that you are raising was the matter of any specific con- 
versations between China Trading and either of those law firms, at 
the time. 
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Senator McCarruy. Then I understand your answer to be——— 

Mr. Wasson. Could I just complete my answer / 

Senator McCarrny. Go ahead. 

Mr. Wasson. From the information that I subsequently gathered, 
my mnpression is that the order of December 1950 to w hich you are 
referring applied only to United States flag vessels, did not apply to 
the foreign-flag vessels which China Tr ading was then chartering. 

Senator McCarry. Mr. Wasson, I am very happy to have you 
spend all the time you want to. I am not asking for your opinion of 
that order. I am asking you the simple question now. Do you or do 
you not, know who advised China Trading in this particular trans- 
action, the transfer of their shipping, from the American flag, so that 
they could avoid this order? 

The question is: Do you or do you not know what law firm advised 
them in that transaction ? 

Mr. Wasson. Senator, your question—— 

Senator Hory. Just go ahead and answer it, Mr. Wasson, “Yes” 

r “No.” You either know or you do not. 

Mr. Wasson. But it wasn’t under American flag. 

Senator Hory. You can say whether you know what law firm ad- 
vised them. 

Mr. Wasson. The question is what law firm advised them to trans- 
fer from under American flag to British flag. 

It wasn’t under American flag in the beginning. I have stated all 
that I know about it. 
don’t know whether any law firm was specifically consulted by 
them. 

Senator McCarrny. Let us get back to your statement that these 
ships were not under the American flag. United Tanker Corp. was 
found to be a United States citizen by the Maritime Commission upon 
the representation of Mr. Newbold Morris. That is correct, is it not? 

Mr. Wasson. That is correct, Senator, but these transactions had 
nothing to do with United Tanker. I think it will short cut things if 
you realize that. 

Senator McCarrny. Now, let us get back to the other question. Do 
you know what firm of attorneys advised China Trading to transfer 
their shipping to British interests so as to avoid this order issued by 
the United States Government on the 10th of December? Do you or 
do you not know? 

Mr. Wasson. I do not know what firm they consulted. I don’t want 
to, by my answers, indicate that I agree that the transfer was for the 
purpose that you indicate, 

Senator Munpr. Let me ask you this question. Are you prepared to 
testify under oath that no member of your firm was consulted, or are 
you testifying under oath simply that you were not consulted ? 

Mr. Wasson. I think that if anyone had been consulted in our firm, 
it would have been myself. 

Senator Munpr. That does not answer my question. 

Mr. Wasson. And I was not. 

Senator Munprt. I ask you the simple question if you are prepared 
to testify under oath today that nobody on your firm was consulted 
on this transfer. 

Or does your testimony hold for yourself alone 





red, 
are 
y to 


you 
1 of 
*do 
ANs- 
that 


ised 


ad- 
ans- 
1 all 
1 by 


hese 
was 
ipon 
not? 
had 


os if 


Do 
isfer 
d by 


yu or 


Want 
r the 


ed to 
rare 


firm, 


vared 
ulted 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 35] 


Mr. Wasson. I am the only one I can think of, but to the best of my 
knowledge, no one in our firm was consulted. 

Senator Munpr. So far as your testimony this morning is con- 
cerned, you are prepared to testify only to your own experience; 1s 
that right / 

Mr. Wasson. That is right. But we did not act as counsel with 
respect to these transactions. 

Senator McCarruy. Mr. Wasson, when Mr. Lenfest, Mr. Sieling, 
and—who is the third American citizen who bought stock in United 
Tanker ¢ 

Mr. Wasson. Mr. Tode. 

Senator McCarruy. Mr. Tode. 

When those three gentlemen purchased stock in United Tanker 
Corp., who represented. them as attorneys / 

Mr. Wasson. I don’t think anyone represented them as individuals. 

Senator McCarruy. Now, I asked you a question last night and 
asked you to check on it. I wonder if you can give me the answer 
today ¢ 

The question was: Was the Maritime Commission ever notified that 
the only capital investment on the part of American citizens in United 
Tanker Corp. was a total of $6? 

Can you answer that question now / 

Mr. Wasson. As I stated last night, the Maritime Commission was 
never notified of the exact figure. The Maritime Commission was 
notified that subst antially all of the ¢ ‘tpital would be provided by China 
Trading. So you can say that what the Maritime Commission was on 
notice of that the difference between all and substantially all would 
be what was contributed by the United States directors. 

Senator McCarruy. Do you know roughly what the United Tanker 
Corp. was worth when the controlling | stock was bought by three 
American citizens for $6? 

Mr. Wasson. United Tanker Corp. had assets of exactly $2,006, and 
no liabilities. The $2,000 was put in by China Trading and it had a 
preference in the amount of $2,000 on any liquidation. 

Senator McCarruy. Am I correct that one of the assets which they 
also had was the lease or the charter of a sizable number of vessels 
at a very low figure / 

Mr. Wasson. No, sir. 

Senator McCarruy. Well, since then United Tankers Corp. has 
made quite a few profits; right! 

Mr. Wasson. No, sir. 

Senator McCarruy. United Tanker has not made profits ? 

Mr. Wasson. It has not made huge profits. 

Senator McCarruy. What would you call huge profits? Or what 

profits have they made? 

Mr. Wasson. I think the last time that I recall the approximate 
figures, up until October 31, 1951, on all of its operations from its 
organization until that time, my recollection is that after taxes United 
Tanker had earned $441,000, assuming a 20-year depreciation life on 
the vessels. 

Senator McCarruy. So that these three gentlemen purchased con- 
trolling interest in this corporation, which made $441,000, for a total 
of $6. Now, my question is: Do you feel that was a bona fide transac- 
tion, or do you think that the transfer of the stock to these three 
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American citizens for the figure of $6 was merely for the purpose of 
giving this corporation the appearance of being American controlled, 
so that they might be able to get the vessels from the Maritime 
Commission ¢ 

Mr. Wasson. I think that the sale of the stock by United Tanker 
Corp. on its organization to the American directors was entirely bona 
fide. I have already stated that the purpose of the organization of 
United Tanker Corp. was to provide a vehicle by which the United 
States citizen directors with shipping experience could contribute 
their experience and ability in shipping matters, and China trading 
could contribute the money, and as the product of the two elements 
they would try to obtain tankers. 

Senator McCarrnuy. In other words, you think that $6 was a rea- 
sonable figure to pay for the controlling interest in that corporation / 

Mr. Wasson. Six dollars was all the stock was worth at the time, 
sir. 

Senator McCartruy. My question was: Do you think that $6 was 
a reasonable value of the controlling interest in that corporation? 

Mr. Wasson. At the time, sir, yes. 

Senator McCarruy. You think so. Question No. 2: 

Do you have any way of knowing why Mr. Morris, in contacting the 
M: aritime Commission, did not just frankly tell the Maritime Com- 
mission that these three Americans had paid $2 each for the controll- 
ing interest, and that the corporation would still be controlled by the 
Chinese interests, as it was? 

Mr. Wasson. That wouldn’t have been true. 

Senator McCarrny. That wouldn’t have been true. 

You say it would not have been true? 

Mr. Wasson. It would not have been true that the corporation was 
controlled by the Chinese interests. 

Senator McCarruy. Who do you feel controlled the corporation ? 

Mr. Wasson. The corporation was controlled by its board of di- 
rectors. 

Senator McCarrny. Name them. Will you? 

Mr. Wasson. And obviously the ultimate control is in its stock. 

Senator McCarrny. You do not feel that the Chinese interests were 
actually making the decisions, and that the three American citizens 
Were just figureheads? 

Mr. Wasson. I certainly do not. Now, there obviously were matters 
where United Tanker Corp. depended upon obtaining capital from 
some source before it could engage in any business. Just as in this 
other transaction, which your committee has investigated, American 
Overseas Tanker Corp., I presume, could not have bought tankers had 
it not been able to borrow money from the Metropolitan Life Insur- 
ance Co.; I don’t think it follows from that that Metropolitan Life 
Insurance Co., which put up all the money, controlled the corporation. 

Senator McCarrny. Now, Mr. Wasson, as the attorney for this 
outfit, you knew, obviously, who was making the decisions. 

Mr. Wasson. Yes, sir. 

Senator McCarruy. There is no question about that. 

Now, my question to you isthis: Were the three American citizens 
who held the $6 worth of stock making the decisions, or were the 
Chinese who had put up the money making the decisions? 
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Mr. Wasson. The three United States citizen directors were making 
the decisions for United Tanker Corp. 

Senator McCarruy. And which of those three American citizens 
came to see you to get your advice on the question of whether or not 
these tankers should be used to ship oil to Red China? Which of the 
three Ainericans ? 

Mr. Wasson. No one came to see me. I was over at the office, as 
I recall, of United Tanker Corp. 

And, as I say, my recollection can’t be precise on this. 

My best recollection is that there was a meeting, at which Mr. Len- 
fest, Mr. Sieling, Mr. Wei, and Dr. Chen were present, at which this 
question of the Russian oil charters was discussed. 

Senator McCarruy. Where was United Tanker Corp. ? 

Mr. Wasson. At that time it was 48 Wall Street. 

Senator McCarruy. Did they have any full-time workers in that 
office ¢ 

Mr. Wasson. Yes, sir. 

Senator McCarry. Did Mr. Sieling or Mr. Lenfest or Mr. Tode 
stay there in that office? 

Mr. Wasson. My recollection is that Mr. Lenfest was at that time 
spending about half of his time at the United Tanker office. Mr. 
Sieling was spending most of his time at his office at Sieling & Jarvis 
Corp., but was of course available for discussions and meetings, and 
a considerable proportion of Sieling & Jarvis’ work consisted of the 
operation of the tankers that were owned by subsidiaries of United 
Tankers Corp 

Senator McCarrny. Are you still the attorney for United Tanker? 

Mr. Wasson. I am. 

Senator McCarrny. And you are the attorney for China Trading ? 

Mr. Wasson. As I think I explained, I am not the general counsel 
for China Trading. Occasionally they called on us for services, which 
we have been very glad to perform. 

Senator McCarruy. Do they have a general counsel ? 

Mr. Wasson. I don’t know. I would think probably that Cald- 
walader, Wickersham & Taft would correspond to that description, 
but I really don’t know. 

Senator McCarruy. Thank you. 

Senator Munpr. You are referring to an application in which you 
state that the $6 was not mentioned, but indicated that the majority 
of the stock would be held by American citizens. Is that the one re- 
produced on pages 72 and 73 and 74 of the book which your firm has 
prepared for the Department of Justice case? 

Mr. Wasson. Yes, sir; and if you will look on page 73 you will see 
that statement that I referred to that— 
substantially all of the capital of the applicant will be contributed by China 
Trading— 

Senator Munpr. I ask you then if it appears any place else any 
more specifically. It says on page 73, pretty well buried in the mid- 
dle of the second paragraph, that— 

A majority of the stock of applicant is, and will at all time be, held by United 
States citizens. Substantially all of the capital of the applicant will be con- 
tributed by China Trading and Industrial Development Corp., a Chinese corpo- 


ration engaged in the export-import business as set forth in the answer to 
item 6. 
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Is there any other place in this application where that is set forth? 

Mr. Wasson. Yes, sir. Item 6 calls for a list of all subsidiaries, 
parent company, and all other affiliated interests of the applicant, in 
the course of the first paragraph under that item. 

Senator Munpr. Page 73? 

Mr. Wasson. Page 74. The item begins on page 
agraph of the answer to item 6 reads: 


~ 
‘ 


3. The first par- 


Applicant has no subsidiaries. All of the class A stock of the applicant is 
held by China Trading & Industrial Development Corp. which will provide sub- 
stantially all of the capital of the corporation. 

Senator Munpr. Any place else? 

Mr. Wasson. I think that is the item where that information is 
called for, except in the answer to item 17 on page 79, in answer to the 
question as to how the purchase price of the vessels was going to be 
obtained, there is a reference to the fact that— 

The remainder of the funds required by applicant will be advanced to it either 
by China Trading * * * or by the National Resources Commission of the 
Chinese Government, or, in party, by the negotiation of a commercial bank loan. 

Senator Munpr. As I read it, that would indicate to me that China 
Trading & Industrial Development were going to pay 25 percent, 
which would imply that the American citizens would buy the other 
75> percent. Perhaps I eo ice the wrong interpretation upon that. 

Mr. Wasson. No, sir. I don’t see how that implication could possi- 
bly be derived from the sentence. The 25 percent is 25 percent of the 
sales price of the vessels. The remainder of the fund, that is the 75 
con, will be advanced to it either by China Trading or by the 
National Resources Commission or by commercial bank loans. 

Senator Munpr. Apparently there is no place in the application at 

which it spells out the amount of $6 which the American citizens had 
put in or whatever the Chinese had put in, whatever amount that 
was. 

Mr. Wasson. No, sir. <All it said was “substantially all.” I doubt 
that at the time we were preparing the application we knew what the 
exact amount would be. 

Senator Munpr. On page 81 of the same application, paragraph 26, 
they ask for information as to the purpose to which these ships are to 
be put. It says: 

Applicant proposes to use the tankers applied for it to carry oil from Persian 
Gulf ports to Chinese ports for the Chinese Government. 

Mr. Wasson. Yes, sir. 

Senator Munpr. I think it is your testimony that the particular 
ships that United Tanker used in supplying oil to Red China were 
not these particular ships, is that right ? 

Mr. Wasson. Not exactly, sir. My testimony was—of course this 
application was not successful. The Commission allocated no vessels to 
United Tanker Corp. United Tanker Corp. entered into transactions, 
which I had understood were the subject of the committee’s inquiry, 
with a number of other companies through which it acquired a total 
of six ships, or subsidiaries acquired six ships, three from the group 
that has been identified as the Casey group or the Stettinius group, 
and the other three from other people. Of these six ships, two — 
were chartered to Chinese Petroleum Corp., a subsidiary of the Na 





par- 


nt is 
sub- 


n is 
ithe 
0 be 


ither 
' the 
loan, 
lina 
ent, 
ther 


ISSI- 
the 
» 75 
the 


n at 
had 
hat 


ubt 
the 


Ve 
20, 


e to 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 355 


tionalist Government of China. The other four ships were ¢ chartered 
to various charterers, mostly United States oil companies. 

Senator Munpr. Am I correct about this, then? At the time Mr. 
Morris sent the telegram asking about the citizenship status of United 
Tanker, they were referring back to this original application and it 
does become part of the governing record by which these tankers came 
into the hands of United Tanker / 

Mr. Wasson. I think, on the question of United Tankers’ citizen- 
ship, the application is certainly a part of the record on that question ; 
yes, sir. 
~ Senator Munpr. Of course, if the application is going to carry 
weight from the standpoint of citizenship it probably carries weight 
throughout, doesn’t it? You cannot expect the Maritime Commis- 
sion to look at part of it and then say the other part doesn’t mean 
anything. 

Mr. Wasson. I am perfectly willing that it should, Senator, but 
the only point I am making is that the opinion of Mr. Goertner dealt 
with the question of citizenship, and it was in that opinion that he 
referred to the application filed. So far as I know, that is the only 
use, you might say, which the Maritime Commission has made of the 
application. 

Senator Nixon. However, is it not true that the only substantial 
facts which the Maritime Commission had in its files on the question of 
citizenship were included in this application / 

Mr. Wasson. I think that is true. 

Senator Nixon. You did not submit any additional facts after that 
which had a bearing on it? 

Mr. Wasson. No, sir. 

Senator Nixon. You referred back to the application. 

Mr. Wasson. That is correct. 

Senator Nixon. So what it means is that the representations made 
in this application insofar as they bear on citizenship were those which 
you felt essential for you to get the ruling on citizenship, which you 
felt was necessary before you could get the tankers, is that not right ? 
Why did you ask for a ruling on citizenship if that is not the ease? 

Mr. Wasson. That is the point I was wondering if I should not 
bring out. 

Senator Nixon. That you didn’t need to do it, after all? 

Mr. Wasson. No. The point that I wanted to make was that the 
reason for the request for the ruling was that counsel for one of the 
New York banks, in connection with one of the transactions in which 
United Tanker was a party, raised the question as to whether United 
Tanker Corp. would be considered by the Maritime Commission to 
comply with the requirements of section 2 of the Shipping Act. It 
was because the bank raised the question that we asked for a con- 
firmatory opinion from the Commission. 

Senator Munpr. In the banker’s mind, not in the lawyer’s mind, the 
fact that only $6 was invested by Americans was a sort of warning 
sign, is that right? 

“Mr. Wasson. I think from the st: indpoint of the law if substantially 
all the capital is invested by the foreign corporation and what the 
directors of the company invest. is the difference between all and 
substantially all, it is not important whether that difference is $6 
or S100 or $2. 800. 
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Senator Munpr. That is the lawyer’s viewpoint. 

Mr. Wasson. The legal question, if there is any, is, I believe, posed 
by the application that we presented. 

Senator Munpr. That is undoubtedly correct from the standpoint 
of the technicality of the law. I know a lot more about banking than 
I do about law. Whena banker looks at a corporation he wonders who 
owns it, who put in the money, because he is equally well convinced 
that a new set of lawyers can figure out a way that the people who put 
in the money can control the corporation. He is smart enough to hire 
lawyers who can do that. When he looks at this corporation in the 
banker’s mind he sees that Americans have only $6 invested in the 
thing, and he asks, “Are you sure this is going to get by?” You say, 
“We will find out,” and Mr. Morris sent the telegram to the Maritime 
Commission and they said “O. K.” That is about what happened. 

Mr. Wasson. I don’t think it is unusual, Senator, that a relatively 
small amount of capital or even no capital may control a fairly sub 
stantial enterprise. That was exactly what you have been inquiring 
about in connection with these other transactions where you had 
cases of 100 percent financing. 

Senator Hory. Mr. Wasson, while the common-stock holders control 
a corporation, is it not true that the people who do the financing and 
furnish the money, especially when a corporation has no capital stock 
of any consequence, as a practical matter control the policy of the 
company ¢ 

Mr. Wasson. Senator, if you are referring to China Trading 
would say “No,” but I would like to explain my answer. First, bear 
in mind that China Trading furnished only about 20 percent of the 
total moneys required to finance United Tanker Corp. The rest of the 
moneys came from New York banks and from the Maritime Com- 
mission. That also was the senior money. The Chemical Bank, par 
ticularly after United Tanker was in default on the terms, of the 
mortgage to Chemical Bank, was in position to put much more pres 
sure on United Tanker than could be exerted by any other creditor in 
that respect. The same is true of the Bankers Commercial Corp. 

Senator Hory. Practically this tanker corporation could not have 
done financing without the preliminary 25 percent furnished by China. 

Mr. Wasson. There is no question—and I want s make it perfectly 
clear, Senator, that I am not intending to indicate anything to the 
contrary—that United Tanker Corp. w  ealeaete sdedaaulont for its 
inception upon money to come both from the banks and from China 
Trading. It couldn’t have done anything without money. 

Senator Hory. As a condition prec edent to getting the money from 
the banks it had first to get money from C hina to have something to 
start with. 

Mr. Wasson. That is correct. 

Senator Hory. They got 25 percent from the China Co., the China 
organization, and then set got the other from banks and other 
sources. 

Mr. Wasson. Well, what actually happened, as I recall, was that 
United Tanker would receive from time to time advances from China 
Trading. 
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Mr. Fuanacan. To clarify the point of the Senator’s question and 
getting to the issue as fast as we can, isn’t it a fact that American 
citizens put a total of $6 in stock in the corporation 

Mr. Wasson. Yes, sir. 

Senator Nrxon. Have they ever put in any more? 

Mr. Wasson. No, sir. 

Mr. Franacan. American citizens put $6 in the stock of United 
Tanker. 

Mr. Wasson. Yes, sir. 

Mr. Fianacan. And that was organized in December 1947. Be- 
tween December 1947 and June of 1948, is it not a fact that China 
Trading put in $214 million in stock in that corporation ‘ 

Mr. Wasson. Yes, sir, put in $214million, which later was converted 
into stock. 

Mr. Fianasian. Later converted. But we find a situation in the 
first 6 months of the operation of this corporation that American 
money was $6, Chinese money was $214 million, correct? Roughly ? 

Mr. Wasson. No; because you are contrasting—— 

Mr. Fuanacan. I am talking about in the stock in the corporation. 

Mr. Wasson. It wasn’t in stock at that time. The advances that 
China Trading made at that time up until June of 1948 were loans 
just like the million nine in bank loans, except junior to it. 

Mr. FuanacGan. No matter what they were, they got preferred stock 
for it, did they not 4 

Mr. Wasson. In June 1948 I don’t think it was $214 million, but it 
was 2 million, something like that, at that time. In June of 1948 they 
accepted a nonvoting preferred stock redeemable at par, in satisfac 
tion of the open account advances which they had made tp to that 
time. 

Mr. Fianacan. Yes. Now, isn’t it also true that during that first 
6 months’ period of 1948, the money that came from China Trading 
was used to set up and acquire more of these corporations that appear 
on our chart No. 4? 

Mr. Wasson. That money together with the moneys from the banks; 
yes, sir. 

Senator Hory. Mr. Wasson, on that point, do you seriously contend 
that the people who put up all this money were not the people who 
really were controlling the activities of the corporation ? 

Mr. Wasson. Sir, obviously on a question—— 

Senator Hory. I am not talking about the legality of what they 
could do, but. practically were they not controlling the policies of the 
corporation ¢ 

Mr. Wasson. Let me just make this distinction, Senator. When the 
question came up, for example, as to whether United Tanker Corp. 
should enter into the transaction with National Tanker Corp. and its 
stockholders, the question of whether United Tanker could enter into 
that transaction depended upon whether China Trading was in a finan- 
cial position to advance to United Tanker the money with which it 
could acquire the stock— 

Senator Hory. Does not that come back to the question that I was 
asking you, that the people who put up the money are the people who 
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aenpd will control it? Legal control may be in the stockholders, 
_ if it comes down to the practical matter, the policy to be adopted 

s always determined by the people who are putting up the money. 

Mr. Wasson. I am trying to differentiate between what China Trad- 
ing had to agree to as a person standing over here agreeing to lend 
the money, and your question, which I think relates to United Tanker 
Corp. as this corporation, which at the time had only $2.000, who de 
cided whether United Tanker Corp. would agree to accept the mone y 
from China Trading, make the deal with National Tanker. It is cer- 
tainly true that United Tanker couldn’t have made these deals with 
out China Trading advancing the money, and the directors of United 
Tanker, when any proposition was put up to United Tanker to the 
effect, “If you make this deal with National Tanker, China Trading 
will advance you the necessary money, and at the same time we will 
be able to get a charter to Chinese Petroleum Corp. which over the life 
of the charter is expected substantially to reduce the indebtedness in 
curred in order to obtain the tankers.” 

Senator McCarruy. What question is the witness answering now ? 

Mr. Wasson. Obviously that was the sort of decision that the direc- 
tors and controlling stockholders of United Tanker Corp. had to make, 
and the transactions were obviously favorable to United Tanker and 
their decision was obviously, of course, they would—— 

Senator Horry. Mr. Wasson, you have given us a long dissertation, 
and I have no objection to taking plenty of time, but as a very practical 
matter—and you are a practical man as well as a lawyer—do you not 
agree that when a corporation has practically no capital stock and 
when some people furnish all the money to operate it, they are going 
tocontrol the policy? You don’t have to go into any dissertation about 
that. 

Mr. Wasson. No. sir. 

Senator Hory. You just say “Yes” or “No.” 

Mr. Wasson. No. sir. 

Senator Horry. You do not think that obtains? 

Mr. Wasson. No, sir. 

Senator Hory. Would you not think a businessman, a capitalist, 
people who have money to invest, would be very lacking in judgment 
if they turned over to a corporation that had $6 capital stock all this 
money and let those stockholders control the policy, and they would 
have nothing to do with the policy? 

Mr. Wasson. It depends on the surrounding circumstances. 

Senator Hory. There are a good many surrounding circumstances. 

Mr. Wasson. roe is the point that IT would like to make clear. 

Senator Hory. TI do not believe I will ask you to go into that now. 

Mr. Wasson. Could I say just one thing? 

Senator Hory. Make it short. 

Mr. Wasson. Very short. China Trading, simultaneously with 
putting up money to United Tanker, chartered back two of the tankers 
from United Tanker and rechartered the two tankers to Chinese 
Petroleum Corp. China Trading stood to make a profit on these 
tankers from the charter hire which it paid to United Tanker and the 
charter hire whic h it received from Chinese Petroleum. 

Senator McCartny. Will you repeat that ? 

Mr. Wasson. The charter itself gave China Trading what it wanted 
as far as the use of the tankers was concerned. 
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Mr. Fianacan, Cutting through all this, Mr. Wasson, isn’t it 
fair statement that China Trading wanted vessels ? 

Mr. Wasson. That is correct. 

Mr. Fuanacan. Right. They couldn't get them because they were 
not citizens. 

Mr. Wasson. That is correct. 

Mr. Franacan. Right. So therefore you, through the assistance of 
yourself and other men in China Trading and the three Americans of 
United, set up this corporation whereby you could get these tankers, is 
that correct ¢ 

Mr. Wasson. Would you read that last question back ? 

Senator Nixon. That is what happened. That would be easy. 

(The question was read by the reporter.) 

Mr. Wasson. If you mean United Tanker ; yes, sir. 

Senator Nixon. Mr. Flanagan, this is one surrounding cireum- 
stance of the chairman’s question that I think establishes the point. 

Senator Munpr. I still have the floor. I continue to yield. 

Senator Nixon. Which establishes the chairman’s point and is a 
pretty good indication of the truth of Senator Hoey’s statement. A 
pretty good indication is what I thought was the rather eloquent testi- 
mony of Mrs. Konow. I might say parenthetically, eloquent in more 
than one way. In any event, you recall Mrs. Konow’s testimony con- 
cerning the meeting which was held in your office and fortunately as 
far as the circumstances of the meeting we don’t have to depend upon 
memory because she related the circumstances and wrote them down 
in her diary, a meeting at which decisions were made, decisions which 
resulted in the payment of $450,000 to Mr. Casey and resulted in an 
agreement to pay Mrs. Konow $300,000, a total of $750,000; that 
neither the president of the company, who was an American, the vice 
president of the company, who was an American, was there; that the 
pe ople who made the deal for the ¢ ompany, accor ding to her test imony, 
were the Chinese who controlled the corpor ation. After all, if this 
company was being run by the American majority stockholders, how 
could the Chinese make a decision which committed the company to 
spend $750,000 in this deal? 

Mr. Wasson. Senator, that shows the danger of relying on trying 
to judge the internal policies and workings of United Tanker Corp., 
by what someone who isn’t familiar with it says. Asa matter of fact, 
I think—I am quite sure that on the morning of January 19, which I 
believe was the date of the meeting in my office to which you referre im 
there was a meeting of the board of directors of United Tanker Cor 
at which the negotiations that were going on with a number of ¢ differ: 
ent people were reviewed and discussed generally. The directors of 
United Tanker Corp. were generally familiar with the search that 
was being made at that time ‘for tankers and the premiums that were 
being discussed in connection with it. No deal was concluded on the 
19th. There was no binding agreement reached until January 24. I 
think at the conclusion of the “ eting of January 19 all parties there 
felt that there would be a deal, but as you know there are many cir- 
cumstances where you have a preliminary meeting and have that feel- 
ing but you never get to the point of actual agreement. 

Senator Nrxon. I don’t want to prolong this. I will just give you 
my version, which I think again would be the version of people who 
were confronted with the set of facts that is before us. 
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The meeting at which the negotiation took place was the meeting 
which Mrs. Konow, who is apparently pretty sharp in her business 
dealings, assumed cinched the deal, the meeting at which the negotia- 
tions took place between Mr. C asey, on the one hand, and Mrs. Konow, 
on the other hand, and the United group on the other hand; that 
at that meeting the people representing United were not its American 
president or its American vice president, who I say were the fronts 
for the corporation, the dummy president and vice president, but the 
people who represented the corporation were the people that controlled 
it, the Chinese who had the money and put up the money and would 
be liable for the $750,000 in the event the deal went through. That is 
certainly the way the record appears, 

Mr. Wasson. Mrs. Konow testified she wasn’t at the meeting, that 
she introduced them and then came back later. 

Senator Nixon. You would not question her diary, would you? 

Mr. Wasson. I have forgotten just what her diary says, but I 
certainly wouldn’t regard it as the final authority on the subject. 

Senator Nrxon. I think you have had your say and I have had 
mine. Go ahead. 

Senator McCartruy. Your last name is Wasson? 

Mr. Wasson. Yes. 

Senator McCarrny. That is the first time I have gotten a direct 
answer from you today. I wondered if you could say Yes or No. 

Senator Munpr. I was interrogating you about this bank trans 
action, and then we got into this other colloquy. You stated that Mr. 
Morris, of your firm, had sent a telegram to the Maritime Commission 
asking them to clarify the citizenship status because the banks had 
told you or told him they would like to have that reassurance. What 
was the name of that bank ? 

Mr. Wasson. Commercial National Bank & Trust Co. of New York. 

Senator Munpr. Commercial National Bank & Trust Co. of New 
York. Was Mr. Harold C. Lenfest known to the Commercial Bank & 
Trust Co. of New York? 

Mr. Wasson. I really don’t know. The negotiations with the Com 
mercial National Bank were being carried on by American Viking 
Corp., and at that time the proposal was that Commercial National 
Bank would lend money on a first mortgage to American Viking, and 
United Tanker would lend money on a second mortgage to American 
Viking. 

Senator Munpr. You do not know whether Mr. Lenfest was prom 
inent in New York so that the Commercial National Bank would know 
about him or know him at all? 

Mr. Wasson. I have no idea. 

Senator Munpr. Do you know whether Mr. Sieling was well enough 
known in New York so that the Commercial Bank would know him? 

Mr. Wasson. I don’t know. 

Senator Munpr. Do you know whether Mr. Arthur M. Tode was 
well enough known ? 

Mr. Wasson. I don’t know. 

Senator Munpr. Can you think of any reason why the Commercia! 
National Bank might have doubt about the citizenship status of Harold 
C. Lenfest ? 

Mr. Wasson. They had no doubt about Mr. Lenfest. 
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Senator Munpr. Can you think why they might have any doubt 
about the citizenship status of Mr. Walter H. Sieling ? 

Mr. Wasson. No, sir. 

Senator Munpr. Or of Mr. Arthur M. Tode? 

Mr. Wasson. No, sir. 

Senator Munpr. So the only reason, apparently, that they had any 
doubt at all about the citizenship status of this concern was because 
Chinese Nationals had contributed all but $6 to the company, is that 
right ¢ 

Mr. Wasson. Yes, sir. 

Senator Munpr. It was on that basis that you made the request, 
which is why I say the fact that they had $214 million ultimately as 
Chinese money and $6 of American money would stimulate a banker 
to say, “I wonder if the control doesn’t follow the money.” 

Mr. Wasson. Mr. Chairman, could I say one more thing. I think 
you should distinguish the financing of the vessels and the nec essity 
for the moneys provided by China Trading in the financing of the 
vessels from the operation of the company once it had acquired the 
vessels. You do not have a situation here where some company pre- 
viously established in the shipping business decided to expand in the 
United States and-asked some people not experienced in the shipping 
business to be a front or a group of dummies or anything of that sort. 
You have a situation where some people who were not experienced in 
the shipping business in order to carry out a specifie—— 

Senator Munpr. Pardon me. Were not these same Chinese that 
owned and operated the China Trading & Industrial Development 
Corp. at the top of the chart ? 

Mr. Wasson. Yes, sir. 

Senator Munpr. Was that not a shipping corporation / 

Mr. Wasson. No,sir. It was a trading, an export-import company. 
It did not operate vessels. 

Senator Munpr. All right. 

Mr. Wasson. I don’t believe that any of the representatives, at 
least those who were here in New York at the time, had ever had any- 
thing to do with a ship. So the point I am making is that they were 
willing to put up money in order to get the use of vessels that they 
could immediately recharter to Chinese Petroleum at a profit. They 
were not people in the shipping business who wanted to come in and 
run an American shipping business. 

Senator Munpr. Now getting back to your application and the 
point that I was interrogating you about when we digressed, page 
Sl, paragraph 26, I take it that the first statement there is the state- 
ment that appears on the questionnaire of the Maritime Commission 
and is part of the act. 

Mr. Wasson. That is right. 

Senator Munpr. So the answer to the question about the use to be 
made of it, “applicant proposes to use the tankers applied for to carry 
oil from Persian Gulf ports to Chinese ports for the Chinese Govern- 
ment,” seems to me to be a pretty definite statement. Since we have 
proceded this far, I will ask whether you felt that the United Tanker 
Corp. had an out through which it could escape and engage in this 
trade to Communist China because of the fact that the specific ships 
that they applied for here were not directly procured by it but they 
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had to be procured through this series of negotiations that we have 
been discussing. You said, if 1 interpreted you correctly, that you 
didn’t really feel that that answer should be binding on the United 
Tanker Corp. because the reference which was made to the applica 
tion was made in a telegram by Mr. Morris which asked them just 
to look at the part of it which dealt with citizenship. 

Mr. Wasson. Senator, I think when the application was not acted 
upon, United Tanker Corp. was perfectly free to charter its tankers 
to anyone that it wished. I pointed out that, as a matter of fact, 
however, two of the tankers were chartered to Chinese Petroleum 
Corp. 

Senator Munpr. Yes: and two of the tankers were engaged by 
United Tanker Corp. in trade on Red China. 

Mr. Wasson. Subsequently there were four trips from Constanza 
to north Chinese ports. 

Senator Munpr. Had you secured the tankers directly which you 
subsequently secured by going indirectly, would you have considered 
your answer to question 26 binding upon you‘ 

Mr. Wasson. Senator, I think that the answer to item 26 was an 
honest statement of the intention of the applicant, as borne out by the 
fact that the charter which was contemplated to be made was actually 
made. After ECA had cut off dollar aid to China so that the Na- 
tionalist Government was no longer in a position to charter tankers 

don’t think that United Tanker was under any obligation of any 
sort as to what other use the tankers should be put to. 

Senator Munpr. In other words, it is your contention that when 
the United States Government through ECA discontinued paying 
United Tanker its fees, then it could do business with the enemy. 

Mr. Wasson. Senator, I think you should be questioning the State 
Department or the Maritime Commission or the Department of Com 
merce. I don’t really think it is fair to question the—— 

Senator Munpr. We are going to bring some people up from the 
State Department, I think, on this question. At least I think we 
should because it is very important. I realize that you are not an 
authority on international affairs, but you are saying what Congress 
und the country believed in 1949, apparently entirely unaware of the 
fact that in 1947 and 1948 we passed an act in Congress in an appro- 
priations bill endeavoring to help Nationalist China against this same 
Communist China that your firm, your client, rather, was aiding by 
shipping war supplies. I think we should straighten that out. 

Will you agree to this? Quite regardless of law, even though the 
technicality was complied with, would you agree that it was inimical to 
the interests of the United States to ship war supplies to a Communist 
country ¢ 

Mr. Wasson. Senator— 

Senator Munpr. That is acles ar question. 

Mr. Wasson. It is a clear question, and the best person to answer it 
isthe State Department. 

ees That is true; but Iam asking you. 

. Wasson. We asked-the State Departmei nt, and the State De- 
cclamaan said there were no objections. I don’t see what more a 
businessman can do than be guided by the State Department in matters 
of international relations. I don’t mean to be in the position here of 
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a protagonist for the policy of the State Department, but it seems to 
me that an American business concern which is engaged in interna- 
tional trade has to be guided by the judgment of the State Department 
and not try to maintain its own state department within its or- 
ganization. 

Senator Munpr. That is right as a general situation, but here we 
had a very acute international condition, at which time, as Senator 
Nixon pointed out, no other American concern was employing Ameri- 
ean ships to carry war supplies to the enemy of owr American position, 
Communist countries, except United Tanker. 

Mr. Wasson. I think if you define oil as war supplies, certainly a 
lot of the materials that were being shipped on the United States sub- 
sidized lines regularly to north Chinese ports would come within that 
definition. 

Senator Munpr. But those ships were not plying from Russia to 
north China ports. 

Mr. Wasson. No: the United States ships weren't plying from 
Russia to north China, but I don’t think that affects the pein, 

Senator Munpr. If you were going to answer that question, but I 
guess you are not, it would depend a little bit on whether you consider 
it inimical to send war supplies to the enemies of this country or 
whether you rely on the State Department’s statement or whether you 
rely on the Secretary of Defense, Louis Johnson, who at that time was 
protesting in letters to General Fleming about the fact that your client 
was sending these war supplies to the enemy of America. 

Mr. Wasson. Senator, my impression was that what the State De- 
partment was doing was trying to prevent it from becoming an enemy 
of the United States. Perhaps they were wrong. Perhaps they might 
have been right. I don’t know. 

Senator Munpr. They started about 10 years too late if they were 
trying to do that. 

Mr. Wasson. I think they probably did. 

Senator Munpr. I want to pursue that further. 

Mr. Fiuanacan. Mr. Wasson, back to these ECA shipments, we put 
in the record yesterday, as you know, a calculation which indicated 
that between May of 1949 and September of 1951, the six ships which 
were owned by your client, United, were carrying ECA oil and were 
paid some $6,600,000 of ECA funds for carrying that oil. That is 
right, is it not ? 

Mr. Wasson. I don’t know, Mr. Flanagan. If ECA says so; I am 
sure it is correct. 

Mr. FianaGan. That is what they say. During that same period of 
time—— 

Senator Nixon. You will stipulate that ECA may have said that, 
though. 

Mr. Wasson. Certainly. 

Mr. Fianacan. In that same period of time your client, United, 
also was carrying oil under charter from the Soviet Government, from 
Rumania to North China and, according to the figures furnished by 
your ship broker; Mr. Jarvis, United was paid $449,000 for cs arrying 
this Russian oil. 

Mr. Wasson. If Mr. Jarvis furnished you those figures, I am sure 
they are correct. 
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Mr. Fuanacan. He calculates that the net, after depreciation and 
interest, on those Russian transactions, would amount to about 
$264,000. Under those circumstances do you think it was incongruous 
for United, your client, to be accepting money and using the ships to 

carry ECA oil on the one hand, and ¢ arrying Soviet oil on the other? 

Mr. Wasson. It depends entirely on what the policy of the United 
States was. 

Mr. Fuanacan. I asked you—— 

Mr. Wasson. As we gathered—— 

Mr. FLanaGan. Do you as an attorney think it was incongruous? 

Mr. Wasson. As an attorney I thought that my only suggestion 
would be to let the State Department decide the question as to whether 
it was incongruous. 

Mr. Fuanacan. Did any of the American officials of United at that 
time bring it to your attention that it was a rather incongruous posi- 
tion to be in? 

Mr. Wasson. Later on, Mr. Flanagan—— 

Mr. Fianacan. Not later on. I want it at that time, and then we 
will go to later on. 

Mr. Wasson. Which time are you talking about ¢ 

Mr. Franacan. When you first got into these charters. 

Mr. Wasson. In June of 1949? 

Mr. FLuanacan. Yes, sir. 

Mr. Wasson. No, sir. 

Mr. Fuanacan, Later on did the American officials of United think 
that they were in an incongruous position carrying ECA oil on the 
one hand and Rusian oil on the other ? 

Mr. Wasson. I think the first suggestion that came to me that it 
was an incongruous position was a suggestion from ECA. 

Mr. FLanacan. When was that suggestion from ECA ¢ 

Mr. Wasson. My recollection is that it was in April 1950, the first 
time that I had any discussions with any one from ECA about the 
matter. 

Mr. FranaGan. Why did you initiate these discussions with ECA ? 

Mr. Wasson. I didn’t really initiate them. I think probably some- 
one from ECA had mentioned the matter to Mr. Jarvis at Sieling & 
Jarvis and indicated to him that ECA frowned upon the shipment of 
oil from Constanza to north China. 

Mr. Franacan. As a matter of fact, didn’t ECA officials at that 
time, April 1950, indicate to either Mr. Jarvis or somebody connected 
with United or with your agent, that if you didn’t stop carrying Rus- 
sian oil you wouldn’t get any more ECA cargo? Isn't that true? 

Mr. Wasson. I think that that is probably the net, the implication 
of what they said. i don’t know whether they st: ated it that baldly. 

Mr. Fuanacan. That is what they were talking about, isn’t it? 

Mr. Wasson. My recollection is that some time late in April I talked 
to Mr. Oppe of the ECA, and Mr. Oppe told me that the ECA was 
very dissatisfied with the shipment of oil from Constanza to north 

China. I think he suggested at that time that they had a question 
whether they should be in the position of paying ECA aid on ship 
ments on other tankers owned by subsidiaries of United Tanker Corp. 
As soon as I had received that indication from Mr. Oppe I asked for 
an appointment at the State _— vartment to find out whether the State 
Department attitude corresponded with that of ECA. I think a little 
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later that month I talked to the State Department, and the State De- 
partment indicated 

Senator Munpr. When you mention the State Department, if you 
can, would you identify some individual ? 

Mr. Wasson. Sir, I can’t name all of the individuals, but my recol- 
lection is that I talked to a Mr. Sprouse, who at that time I think 
was either in the Far Eastern Division or the Chinese Affairs Di- 
vision of the State Department. With him was a Mr. Barnett, and 
with him were two other gentlemen who were, I believe, identified as 
being from the Shipping Division of the State Department. 

Senator Munpr. I mention that in your own protection. If you 
mention State Department and you do not identify the individual, you 
may find yourself talking to a Mr. Hiss. You want to know whom 
you are ti alking about. 

Senator McCarruy. You said you were talking to the Chief of 
Chinese Affairs ? 

Mr. Wasson. I said I thought he was either in the Far Eastern Di- 
vision or the Chinese Affairs Division. Iam not sure what his position 
was, 

Senator McCarruy. Mr. Clubb was Chief of the Chinese Affairs 
Division. I wonder if it was Mr. Clubb you were talking to. 

Mr. Wasson. No; it wasn’t Mr. Clubb. It was Mr. Sprouse. 

Mr. Fuanacan. Mr. Wasson, up to this point, up to April 1950, 
United Tanker had earned a little over $400,000 from the Soviet. It 
also up to that point had earned several millions dollars from ECA. 

Mr. Wasson. There were several million of gross payments. The 
earnings weren't anything like that. 

Mr. Fuanacan. Yes. Gross payments of several million dollars 
from ECA. The results or the profits from the transactions were 
going, or most of the profits were supposed to go, to the China Inter- 
national Foundation of which you were an officer. I ask you this: 
Did it occur to anybody in the China International Foundation that 
this was rather an incongruous position to be in, namely, accepting 
trade from the ECA on the one hand and with sister ships and in 
some cases with the same ships accepting trade from the Soviet ? 
Was it ever discussed among the officials of the China Foundation? 

Mr. Wasson. I don’t recall any discussions at meetings of the 
foundation at the time. The meetings of the foundation were devoted 
primarily to discussing the method of expending funds of the founda- 
tion on philanthropic or charitable projects. 

I think when you come to the question of incongruity again, it is 
incongruous if the policy of the United States against one trade 
which we are engaged in and in favor of another. “Tf the policy of 
the United States is in favor of both of them, there is nothing in- 
congruous about it. 

Mr. Fuanacan. Let’s leave out the word “incongruous.” Was there 
any discussion among the officers or officials of China International 
Foundation concerning the fact that you were handling both ECA 
and Russian cargo? 

Mr. Wasson. No; I don’t recall that there was. I recall that at 
some point there were some discussions of it. I think that was after 
the shipments had ceased, however. 

Mr. FuanaGan. Was there any discussion prior to the time the 
shipments had ceased, to your knowledge, among the officials or repre- 
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sentatives of United Tanker, concerning this situation where you 
were handling ECA trade on the one hand and Soviet oil on the 
other ? 

Mr. Wasson. I don’t think in those terms; no. I don’t think that 
there was any discussion at which the question was reised as a moral 
issue whether United Tanker should be in the position of accepting 
ECA payments on the one hand and payments from Russia on the 
other hand. 

Mr. Fuanacan. In April 1950 did the officials of United Tanker ex 
press concern to you over the fact that their ECA trade might get 
cut off if they didn’t stop dealing with the Soviet 

Mr. Wasson. I am quite sure that after my talk with Mr. Oppe I 
discussed with Mr. Jarvis and probably Mr. Sieling and Mr. Lenfest 
and Mr. Wei the conversation that I had had with Mr. Oppe, and IT 
think, as I say, that before I talked to Mr. Oppe he had given similar 
indications to Mr. Jarvis over the telephone. 

Mr. Fuanacan. In that regard [ will read a memorandum or part 
of a memorandum, and put it in the record later, dated July 18, 1950, 
written by Mr. Arthur G. Syran, in which he more or less reviews 
the situation in ECA and uses this language. He is talking about the 
past. He says: 

We had numerous conversations regarding the organizational set-up of the 
China International Foundation and the fact that coincidence was being strained 
in that the Kettleman Hills was actually doing business with Russia. We had 
several conversations with Oppe, and with Jesse Saugstad of the State Depart- 
ment in our efforts to have the United Tanker Corp. desist doing business with 
Chinese Communists. We, of course, felt that we had no right in any way to 
interfere with the activities of any American corporation but we also felt 
that we should not be aiding such corporation with ECA dollars in placing 
a ship in a position so that she could take a profitable cargo from Rumania 
to China. In other words, we were endeavoring to have the corporation ex 
eluded from being the recipient of ECA-funds on the one hand, which funds 
are used in general for the stopping of the onrush of communism in the economic 
field while on the other hand it was also feeding oil to Communist Russia and 
reaping the benefits from the Russians. 

Mr. Wasson. All that anyone ever needed to do to prevent United 
Tanker Corp. from making charters to Russia was to convince the 
State Department there was some objection to that. 

Senator Munpr. Let me ask you this question, if I may, Mr. Wasson. 
You were secretary-treasurer of the China International Foundation, 
right ¢ 

Mr. Wasson. Yes, sit 

Senator Munpr. Was it the purpose of the China International 
Foundation to engage in charitable activities primarily for Chinese 
or any kind of charitable activities? 

Mr. Wasson. I think that within the scope of its charter powers 
it could engage in almost any sort of charitable activity, but its 
primary purpose was to aid Chinese, to aid Chinese-American under 
standing, and a variety of purposes of that sort relating to China. 

Senator Munpr. Right. It was designed to aid Communist China 
yr Communist China? 

Mr. Wasson. It wasn’t designed to be political in any way. 

Senator Munpt. You mean it was equally throwing aid to Com 
munists or non-Communists ¢ 


Mr. Wasson. I don’t mean that, but when you say it was designed, 


it was simply designed 
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Senator Munpr. Who were to be the reeipients of the charity among 


the Chinese, the Communists or-the Nationalists, the non-Commu- 


nists? The Communists or the vietims of Communists 4 

Mr. Wasson. The best answer I can give is to say that China 
International Foundation has not supported any work in any area 
which has been occupied by the Communists. Most of its activities 
have been in thiscountry. It has made some grants to Formosa. Cer- 
tainly the people who are the trustees of the China International 
Foundation could not be regarded as in any sense Communist 
sympathizers. 

Senator Munpr. I am not trying to allege that. I am trying to 
find out what the objective of the foundation was. It was a charitable 
corporation. It was to extend charity primarily to Chinese. 

Mr. Wasson. Yes, sir. 

Senator Munpr. I want to know whether the recipients of that 
charity were to be primarily Communists or non-Communists, either 
in this country or any place else in the world. You know the differ- 
ence between a Communist Chinaman and the non-Communist China- 
man. Who were you trying to help? I don’t care where he lives. It 
did not make any difference. If he was in trouble you helped him 
either way ¢ 

Mr. Wasson. I can answer as to the present policy of the founda- 
tion. 

Senator Munpr. I am talking about at the time. 

Mr. Wasson. That is not the sort of question that was in our minds 
“ut the time that the foundation was organized, so I can’t say that was 
or was not the purpose. I think if it had been in our minds—— 

Senator Munpr. Let’s go up to 1949 because by that time I think 
all alert Americans knew that Chinese communism was bad for Amer- 
ica and bad for China. Let us look at it in 1949. In 1949 were the 
recipients of your aid from China International Foundation to be 
Communists or non-Communists, or any Chinaman who was in trouble 
regardless of whether he was a Communist trying to undermine our 
Government or a loyal Chinaman trying to protect it / 

Mr. Wasson. It was our hope that the recipients of aid from the 
China International Foundation would always be Chinese who were 
non-Communists who had the same sort of beliefs in individual free- 
dom. liberty, and other fundamental principles that United States 
citizens had. 

Senator Munpr. I love to hear you talk. It is very interesting and 
you do it awfully well. But if you would just answer specifically 
whether you were trying to help Nationalists, it would be very, very 
helpful to this committee. 

Mr. Wasson. In giving scholarships to Chinese students what we 
actually did was for Dr. Hume in one case to interview the candidates, 
and in another case some other doctor. What they tried to do was to 
get an idea of the character and personality of the candidates and 
pick those who seemed to be in sympathy w ith the American form of 
--nelieading Certainly they were trying to help non-Communists. 
They were not trying to help Communists. 

Senator Munpr. You were trying to help non-Communists. That 
is What I was trying to get. 

Senator McCarrity. I have checked on two of the trustees with the 
House Committee on Un-American Activities. I have cheeked on only 


368 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


two of them, and I have received a communication from the House 
Committee on Un-American Aetivities covering the record of these 
two of the trustees, a record of very, very active participation in 
Communist-front movements. I will have that for you this afternoon. 
That may shed some light on the subject into which you are inquiring 
this morning. 

Senator Munpr. I am questioning from a different angle, and it 
very pertinent. 

Senator McCarruy. If we are going to remain in session any lengt |: 
of time, I will go to the office and get that information now. If we are 
going to recess shortly 

Senator Hory. We will recess in a few minutes. I think we will! 
probably recess over until tomorrow. 

Mr. Wasson. I would like to state that I think that charge must be 
completely without foundation. If it is intended to infer that any of 
the members of the trustees of the China International Foundation 
are Communist sympathizers 

Senator McCarruy. Let me say we are not doing any charging. We 
just have the history, the record of these men, from the House com 
mittee on their Communist-front activities, and I will bring it up for 
you. 

Senator Munpt. My question is directed to an entirely different 
phase. I am trying to find out whether you were in fact setting up a 
sort of Chinese ‘smorgasbord to which any Chinese who was in trouble 
could come and get t aid, or whether in fact. you were deliberately try 
ing to help the Nation: ilist Chinese, non-Communist Chinese, Chinese 
who were the victims of Communist aggression either here or abroad 
I do not know, and I am just trying to find out. 

Mr. Wasson. I think if the question were presented to any of the 
trustees in those terms, he would be in complete agreement with you 
that the sympathies of the foundation and its purposes are with those 
who are the victims of Communist aggression and not the Communist 
aggressors. 

Senator Munpr. If they had that attitude in 1949—I won't go 
behind that—at that time as a taxpayer your money was being spent 

along with mine and everybody else’s under an act of Congr . to 
appropriate American money to help the generalissimo and the Na 
tionalist forces defend themselves against ‘Communist aggression. 

Mr. Wasson. Yes, sir. 

Senator Munpr. Unless these people were very, very sleepy eyed 
and indifferent indeed in 1949, they knew at least that the Congress 
thought, because it was appropriating money, that Chinese Com 
munists were very dangerous to the freedom of the world. So if in 
1949 they were alert, if they recognized that and they parceled out 
their charity in a direct effort to help those who were the victims of 
Chinese communism instead of those helping it, then how could you 
avoid having had discussions among the directors of this group as to 
“What kind of business are we engaged in, on the one hand giving 
charity to help the victims of Chinese communism and on the other 
hand leasing our ships to help Chinese communism grow stronger?” 

Certainly if they had that attitude in 1949 when they were leasing 
the ships, they must have discussed it, and somehow or other recon 
ciled that direct conflict of interest quite apart from any foreign 
policy, quite apart from the one that.the one that the Secretary of 
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Defense, Louis Johnson, had issued. Just as a matter of consistency, 
an organization trying to help the victims of communism certainly 
must have discussed at great length the inconsistent practices they 
were engaged in economically in helping strengthen the hand of the 
Communists who were creating an additional number of charitable 
charges. 

Mr. Wasson. Senator, two points: First, the trustees as such were 
concerned with spending money for philanthropic purposes. They 
weren't concerned with the business of United Tanker. That was left 
to United Tanker’s board of directors. 

Senator Munpt. They had controlling stock in United Tankers. 

Mr. Wasson. That is correct. Second, the question of whether or 
not you are opposed to Communists I don’t think carries with it the 
answer to what your policy should be as to trade with a particular 
Communist country at a particular time. I think the United 
States 

Senator Munpr. Wait a minute. On that point, your organization 
was set up to help the victims of Chinese communism, you vhave told 
us. You deliberately tried to help them. How could you help but be 
concerned with the Chinese communism which was creating these 
charitable charges ? 

Mr. Wasson. What I am saying is that it is a very complex and 
difficult question of international policy, foreign policy of the United 
States, as to whether the best thing for C hina in 1949 after the Na- 
tionalist Government, because largely of the withdrawal of United 
States support, had in effect been forced back and forced off the main- 
land of China—— 

Senator Munpr. That is 1949. The withdrawal of United States 
support by the State Department had been repudiated by the Con- 
gress. We added a separate section, title 5, to the ECA bill specifically 
providing assistance to the Nationalist armies to help defend them- 
selves against the growing Communist menace which had been made 
stronger because of the nearsighted one-eyed policy of the State De- 
partment up to then. In 1949 at least the official law of the land was 
to use American taxpayers’ money to help the Nationalist army. 

Mr. Wasson. The point I am trying to make is that the question of 
whether it was better for China to support the Nationalist Govern 
ment of China after so much United States aid had been withdrawn 
from them or the question whether it was better for the Government 
of China to do apparently what the State Department was trying to do, 
that is, by keeping normal channels of trade with China open, try to 
convert the Chinese Communists or try to wean Chinese Communists 
away from Russia, was a question that the State Department had and 
that the State Department. was establishing our policy on. 

Senator Munpr. You cannot pass the buck to o State Department, 
Mr. Wasson, as to the activities of your particular charitable organ- 
ization. This has nothing to do with State Department policy now 
at all. You had some Chinese people who needed help. They needed 
help because they were the victims of Communist aggression in China. 
That is the only reason you had these students. These students were 
getting along all right until then. They were operating under a 
Government grant. They were here because we had made it possible 
for them to come here under an act which I had some part in. They 
were left here, 5,000 or more Chinese students, with no source of sup- 
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port. They were orphans in the storm because of the growing strength 
of communism in China. So your organization was endeavori Ing, you 
say now, to help these victims of Chinese communism. Certainly the 
board of directors in allocating funds to help victims of communism 
must have had serious discussions among themselves as to the glaring 
inconsistencies of that kind of policy which derived its funds from 
helping the Communist Government in China which increased the 
number of orphans in the storm and increased the number of charitable 
cases. You were engaged in the vicious business on the one hand of 
creating victims, and on the other hand of helping to alleviate the 
distress that was caused by the growing menace of communism. 

Mr. Wasson. I can’t see how the question was different from that 
faced by the State Department, of whether it was in the best interests 
of the United States and in the long run in the best interests of China 
to try to have active resistance to Communist China, active support 
of the Chiang Kai-shek regime or whether the same thing could be 
accomplished in a more gradual way by trying to wean the Commu- 
nist Government away from Russia. 

Senator Munpr. There was no difference, Mr. Wasson, bet ween your 
problem and that of the State Department, provided the function of 
the China International Foundation was to help Chinese Communists 

Mr. Wasson. No. 

Senator Munpr. The State Department policy at that time was that 
there was no use to help the Nationalists, that they were going to give 
them no assistance, that is correct, but you have told me earlier—and 
that is why I asked you the question—that the function of your group 
was not to help Chinese Communists but to help the victims of Chinese 
Communists in this country, that you were helping the Nationalist 
Chinese. So since your foundation had made that determination 
which you say it had, and of which I have no positive doubt unless 
Senator McCarthy or somebody can show me that there are Commu- 
nists or Communist sympathizers on that board—and I take your word 
for that—unless other evidence refutes it—then you are altogether 
different from the State Department because vou are set up to help the 
victims of communism on the one hand, but through the company 
which you control entirely, United Tankers Corp., you are shipping 
war supplies to Communists in China so that they can move more 


rapidly against the Nationalists, creating more victims, making your 


burden asa charitable enterprise increasingly great. Is that not right / ) 

Mr. Wasson. No, sir. I disagree with you as to the inconsistency. 
Jt seems to me that the question both for =e State Department and 
for anyone else who considered himself or any organization which 
considered itself to be a friend of China was whether or not—— 

Senator Munpr. Which China now? There are two Chinas. Free 
China or Communist China ? 

Mr. Wasson. Let us say free China, certainly. 

Senator Munpr. <All right; that is Nationalist China. 

Mr. Wasson. Was whether the Chinese mainland could be recovered 
for free China more— 

Senator Munpr. The Communists were trying to take it away from 
free China. 

Mr. Wasson. More rapidly by giving increasing supplies and aid 
and giving active aid and military assistance to Chiang Kai-shek, ot 
whether it could be recovered more rapidly or more effectively by try- 
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ing to maintain relations with Communist China and create a change 
within Communist China. Either policy, it seems to me, | would think 
must have been designed to achieve the same ultimate result because 
I 

Senator Munpr. To be consistent, Mr. Wasson, if that was the de- 
termination made by your directors, that the best way to help free 
China was to ship war supplies to Red China, then it would seem to 
me, if that is what you are trying to tell me, you think is the proper 
policy —— 

Mr. Wasson. I didn’t say that. 

Senator Munpr. What did you say? I understood you said that. 

Mr. Wasson. I don’t know that you want me to go over this. 

Senator Munpr. | would like to have you stay away from foreign 
policy entirely because you are dealing with the commercial policy 
of one company In 1949, when the law of the land had been cle: arly 
written and the policy had been established by the Congress of 
the United States voting the taxpayers’ money to help free China, 
and it was at that time, you tell me, that your board of directors had 
decided, “Well, we had better help the victims of communism with 
our char ity rather than the aggressors themselves.” If the \ decided 
that, then it seems to me that. cert: ainly to be consistent they oe 
not have attempted to derive the money that they were using for 
that charitable purpose by trading with the enemies of free C ios, 
I just cannot see any consistency in that. If we had not had any 
State Department at all, which probably would have been a blessing 
to the country, I do not see how it would be different. 

Mr. Wasson. It seems to me the question is by what route would 
you reach the end of a free China. 

Senator Munpr. That is the question, all right. It is hard for you 
to make me believe that you are going to reach that goal by helping 
the enemies of free China. 

Mr. Wasson. I am not trying to convince you that that is the policy 
that should have been followed. 

Senator Munpr. That was the policy that your corporation fol- 
lowed economically. Charitably you say it followed the opposite, 
right ? 

Mr. Wasson. Economically United Tanker Corp. felt that it should 
follow the policy that the State Department outlined as the policy 
of the United Sti ites. 

Senator McCarrny. Senator Mundt, may I call attention to the 
fact that two of the trustees of the International Foundation have 
Communist-front records. I made the statement that I would get 
the records as given to me by the House Committee on Un-American 
Activities. I will put those in the record. The chairman and I have 
discussed this, and the Chair thinks—and I agree with him—that 
it would perhaps be better to wait until the particular witnesses are 
on the stand and then confront them with their own Communist- 
fronts record and let them answer it at that time rather than put 
the records in at this time. I assume, Mr. Chairman, that also we 
should not put the names of these individuals in the record, either, 
until they are on the stand. 

Senator Hory. I agree with that. 

Senator McCarrny. I may say generally that the dossier on one 
of these individuals is very lengthy. The other one is not quite so 
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lengthy, but definitely an active participation in Communist move- 
ments on the part of two of the trustees. I will withhold the names 
until they are on the stand. 

Senator Munpr. I have one other question. 

Senator Hory. Just one minute. That being true, of course we 
will ask the newspapers not to make any publication of the names 
until they are presented. 

Senator McCarruy. I haven’t given out the names, Mr. Chairman. 
| will follow the chairman’s wish and withhold the names until they 
are on the stand. 

Senator Munpr. That brings a different slant on this matter that 
I was not approaching in this questioning. We find ourselves with 
an inconsistent situation either one way or the other. If it can b 
proved that the directors or a number of this group, some of the 
important members of it, were pro-Communist in their leaning and 
sympathies and affiliation, then of course it would be consistent to 
derive money by shipping goods to Communist countries, to get funds 
to use in charities to Communist China. The consistent position I 
was trying to develop, if we could, was that the organization of which 
Mr. Wasson was secretary-treasurer, he tells me, was designed origi 
nally to help needy Chinese without regard for politics, but by 1949 it 
had deliberately planned its aid to help the victims of the Communists, 
It is a strange thing to me how there can be any consistency in a 
program which does that charitably, and economically derives its 
revenue by aiding the enemy of free China. It is something I wish 
you could clear up. I do not know how you can do it. If you ean 
and if it is there, I would certainly like to have it. It doesn’t seem 
to me that it involves State Department policy at all. 

Senator McCarruy. May I say something at this point, Senator 
Mundt? The only proof we have that this foundation was aiding 
anti-Communist Chinese is the general statement made in the press 
and by the witness. We should remember also the general statement 
was made that China Trading and United Tanker were formed for 
the purpose of helping the C hinese Nationalists. It is only the ques 
tioning here by the committee that has developed the fact that actually 
they were all-out helping the Chinese Communists. So I don’t think 
we should take it for granted that there is any contradiction; I don’t 
think we should take it for granted that China International Foun 
dation is actually helping anti-Communist Chinese unless and until 
that is proved by other than the general statement. I assume we will 
find the same situation with regard to China International Founda 
tion as we found in regard to China Trading when we go into it. 

Senator Horry. I think that is entirely probable, but we will with- 
hold our conclusion as to any of these matters until they have been 
fully developed. Of course our committee does not want to jump to 
conclusion. It does not want to charge anybody with anything until 
it has been established. For that reason Senator McCarthy ‘and I 
have agreed that the proper time to put in any statements regarding 
these men is when we are ready to develop that phase of it. 

Senator Munpr. On that point, Mr. Chairman, may I ask Mr. 
Wasson whether he as secretary kept minutes of the meetings of the 


board of directors of your foundation? 
Mr. Wasson. Yes, sir. 
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Senator Munpr. Could you supply the committee with a record of 
the minutes, if it is there, in which you decided to help the free 
Chinese, the victims of Communist ¢ ‘hina, or in which you made this 
determination that the charitable cases should be those which are 
not Communists ? 

Mr. Wasson. Senator, I think you are putting words in my mouth. 
I told you that when China International Foundation was organized 
it was organized as a nonpolitical, philanthropic, charitable organiza- 
tion. You pressed me on the question as to whether we were trying to 
aid Communists or non-Communists. 

Senator Munpr. In 1949. 

Mr. Wasson. In 1949 or at any time. 

Senator Munpr. The question was 1949. 

Mr. Wasson. What I said to you was that I felt sure that if you 
asked any of the trustees they would agree with you that in selecting 
the recipients of the funds of the foundation they were interested in 
aiding people who had the same ideas as to freedom and the American 
way of life, and so forth, that you would have, and they were not 
interested in aiding communism. 

Senator McCarruy. The same ideas that the board of trustees had. 

Senator Munpr. You are not putting words in my mouth because I 
was in favor of aiding the non-Communist Chinese. So if your state- 
ment will stand that they have the same ideas that I have. I have put 
no words in your mouth that they were helping the free Chinese. 

Mr. Wasson. The words I am referring to, I don’t think there was 
ever any director’s meeting at which a resolution was adopted say- 
ing, “starting from today we will aid only non-Communist Chinese.” 
I don’t think there was ever any occasion for any action of that sort. 

Mr. Fuanacan. I think I ean clarify that, Senator Mundt. Will 
you answer this question : Was it the idea of the foundation to help the 
Nationalist Chinese students or non-Nationalist Chinese students or 
all Chinese students 4 

Mr. Wasson. Mr. Flanagan, I think I have answered that to the 
extent that I can. 

Mr. FuanaGan. Let me read this, then. This is from Mr. Syran’s 
memorandum of July 13, to which I have already referred. 

Senator Munpr. First will you identify him again ? 

Mr. FuanaGan. Syran is an official of ECA. He says on July 13 
1950: 


Today Mr. Newbold Morris, an attorney of New York and formerly chairman of 
the Board of Aldermen of the City of New York, came in stating that he repre- 
sented the China International Foundation, Inc., and that in addition he was 
chairman of the foundation. He certified to me that the foundation was a 
charitable organization and that all the profits of the United Tanker Corp. dis- 
patched to the China International Foundation which in turn used such profits 
for scholarships to aid Nationalist Chinese students in American universities. 

Mr. Wasson. I think that is a factual statement. 

Mr. FLanacan. So there was no doubt in Mr. Morris’ mind, if there 
was in yours, that at that time, at least as he stated to ECA, the pur- 
pose of his foundation was to aid Nationalist Chinese students. 

Mr. Wasson. No. I said he was describing a state of facts, and I 
would give the same. 

Mr. FLANAGAN. July 13, 1950. 

Mr. Wasson. He was desc ribing a state of facts that so far as we 
know all of the students who are recipients 


. 








374 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Mr. Fuanacan. He didn’t say that at all. According to Mr. Syran, 
he said: 

* * * all of the profits of the United Tanker Corp. were dispatched to the 
China National Foundation which in turn used such profits for scholarships 
to aid Nationalist Chinese students in American universities. 

Mr. Wasson. That is right. That is a factual statement which I 
would agree with. 

Mr. Franacan. Now do you also agree that your purpose was to 
aid Nationalist Chinese students? Do you agree with your chair- 
man ¢ 

Mr. Wasson. The only point I am making is that when the foun- 
dation was organized it was not organized exclusively to support 
the Chiang Kai-shek regime or any other regime. 

Senator Nixon. Do you mean it was just an accident that all of 
the people you aided were Nationalist Chinese / 

Mr. Wasson. No. 

Senator Nixon. Then it was your purpose to aid them, wasn’t it/ 
Either it was an accident or you intended to aid Nationalist Chinese. 

Mr. Wasson. I don’t see why we should 

Senator Nixon. I think you could answer that. It is a direct 
question that Mr. Flanagan put to you. 

Mr. Wasson. The question is the purpose at that time, whereas you 
are saying what was the broad purpose of the foundation. 

Senatox Nixon. Generally to find the panpene: we look at the re- 
sult, do we not? The result was that you aided Nationalist Chinese. 

Mr. Wasson. Right. 

Senator Nixon. Did you intend to do it or was it an accident ? 

Mr, Wasson. We intended to do it at the time we were granting 
the aid. I don’t want to say that the purpose of the China Interna 
tional Foundation was political. It wasn’t. The purpose in giving 
any particular fellowship is to aid the particular student, and I think 
that we have tried to be very careful that the students that we have 
aided have been students worthy of aid and have not been Commu 
nists. 

Senator Hory. It is now 25 until 1. 

Senator McCarruy. Mr. Chairman, may I ask that the staff get 
certain information from the Maritime Commission in view of the 
fact that it now appears that the Maritime Commission was de 
ceived in two respects: No. 1, they had been assured that the tankers 
would be used to aid the recognized government of China. No. 2, 
they had been led to believe that United Tanker was an American 
citizen because it was controlled by American citizens, and now it 
appears that it was controlled by Chinese and therefore was not 
qualified. I suggest that the staff find out from the Maritime Com- 
mission their interpretation of the law, and specifically I am curious 
to know whether or not the Maritime Commission takes the position, 
if it develops that they were deceived on the question of citizenship 
and purpose, that it has the right at this time to recapture the tank- 
ers in question. I understand that to be the law, and I think we 
should discover whether or not the Maritime Commission feels the 
same. If so, I believe we should invite the Maritime Commission to 
have one of their men sit in, if he cares to, during these hearings. 

Senator Hory. Senator, I may say that we have gone into that 
fully before, and the-Maritime Commission now has ‘transferred to 
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the Justice Department one action to recapture one of these ships, 
and they are investigating all the others. 

Senator Munpr. Mr. Chairman, do we have in the record the rea- 
son for the Maritime Commission’s position ? 

Senator Hory. Yes; Admiral Cochrane testified to us about that 
when he was before us, and there is other testimony. So I think we 
have those facts in the record, and of course we are going to furnish 
to the Justice Department a full statement of the testimony bearing 
on those matters. 

The committee will take a recess until 10 o’clock in the morning. 

(Whereupon, at 12:35 p. m. the hearing was recessed until 10 a. m., 
Friday, March 7, 1952.) 
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FRIDAY, MARCH 7, 1952 


Unitep States SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, Dp. G. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution No. 
251, Eighty-second Congress, second session, agreed to January 24, 
1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommitee), presiding. 

Present: Senators Hoey, McCarthy, Mundt, and Nixon. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Jerome S. Adlerman, assistant coun- 
sel; William A. Leece, assistant counsel; Louis Sornson, accountant ; 
and Ruth Young, chief clerk. 

Senator Horry. The committee will come to order, please. 

Mr. Wasson, will you come back to the stand ? 

Mr. Flanagan, you may proceed. 

Mr. FianaGan. Mr. Wasson, yesterday afternoon, or yesterday, 
we discussed the fact that in the spring of 1950, you had contacted 
ECA officials in connection with ECA shipments your firm was mak- 
ing, and there was some discusison at that point about the shipments 
United was making to Communist China. 

At that time, in April 1950, had you advised any representatives of 
the China International Foundation, or were they aware of the fact, 
that ECA was indicating some disfavor in conection with your Com- 
munist shipments ? 


TESTIMONY OF HOUSTON H. WASSON, ATTORNEY, LOVEJOY MORRIS, 
WASSON & HUPPUCH, NEW YORK CITY—Resumed 


Mr. Wasson. I can’t place the time at which I might have discussed 
that question with Mr. Morris. I am sure that at some point I dis- 
cussed it with him. Whether it was after my conference with Mr. 
Oppe of the ECA and before my conference with Mr. Sprouse of the 
State Department, or whether it was not until after that conference 
with the State Department, I can’t recall. 

Mr. Fuanacan. Was that the first time that any representatives of 
China International knew that United had been chartering ships to 
the Soviet ? 

Mr. Wasson. I can’t place specifically when that question might 
have been referred to. Of course, I was an officer of the China Inter- 
national Foundation, and I was familiar with the fact that the ship- 
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ments were being made. At what point Mr. Morris was aware of it, 
I really can’t recall. 

Mr. Franacan. Well, at any time prior to the actual stopping of 
those shipments, did any of the directors and members of the founda- 
tion make any statements to you concerning these shipments or ex 
press any concern about the shipments to Communist China ¢ 

Mr. Wasson. [really can’t recall. 

Senator ae Could Lask a question there ? 

Apparently, from what you have already testified to, you have in- 
dicated that you knew about the shipments, of course. 

Mr. Wasson. Y es, sir. 

Senator Nixon. And you were connected not only with United in 
an advisory capacity as attorney but also, as I recall, were secretary 
and treasurer of the foundation. 

Mr. Wasson. Yes, sir. 

Senator Nixon. You knew about it. 

Mr. Wasson. Yes, sir. 

Senator Nixon. Mr. Lenfest knew about it. 

Mr. Wasson. Yes, sir. 

Senator Nixon. That is right. He also was on the board of China 
International Foundation. 

Mr. Wasson. . Yes, sir. 

Senator Nixon. Mr. Tode knew about it. 

Mr. Wasson. Yes, sir. 

Senator Nixon. That is right. That is three. Now, I assume that 
the vice president—you are a little better at pronouncing that name 
thanITam. Mr. Tejian? 

Mr. Wasson. I dont’ recall whether he was a vice president at that 
time. 

Senator Nixon. That is February 15, 1949. He became a vice 
president while it was going on. 

Mr. Wasson. But I'don’t think that I ever met him at that time. I 
don’t think that he was in the United States during the period that he 
was a vice president. 

Senator Nrxon. It appears, then, that Mr. Tode, a trustee, Mr. 
Lenfest, a board member, and Mr. Wasson, secretary-treasurer of the 
foundation, all were aware of this transaction by which the ships 
were chartered to the agency of the Soviet Government. 

At what time were the three of you aware of it? All at about the 
same time? 

What I mean is: Before the transaction was made or afterward ¢ 

Mr. Wasson. I think Mr. Lenfest and I would have been familiar 
with the transaction before it was made. I don’t know about Mr. Tode. 
There were some periods when he was out of the country, and I don’t 

recall any discussion with Mr. Tode at the time. I don’ know whether 
he was away or not available at the particular time. I don’t know at 
just what time the matter would have been discussed with him. 

Senator Nixon. Let me get at the point in another way also. As I 
understand it, this was a case in which United chartered the vessels 
directly to the Soviet agency, from the ECA. I mean, in spite of the 
facts or circumstances of your gaining control, you had such control 
that you were able to make the charters directly. 

Mr. Wasson. United Tanker made the charters directly; that is 
correct. 
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Senator Nixon. Who controlled the majority of stock in United 


Tanker ¢ 


Mr. Wasson, The China International Foundation. 

Senator Nixon. At the time this charter was made? 

Mr. Wasson. Yes. 

Senator Nixon. Who was the president of the China International 
Foundation ? 

Mr. Wasson. Newbold Morris. 

Senator Nixon. And the president of the organization that con- 
trolled United did not know about this, was never consulted about it; 
is that correct ? 

Mr. Wasson. My recollection is that he was not. 

Senator Nrxon. In answer to Senator Hoey’s questions yesterday, 
you indicated that in your opinion the people who put up the money 
for a corporation did not necessarily control it. 

Mr. Wasson. That is correct. 

Senator Nixon. It is still your opinion now ¢ 

Mr. Wasson. That is still my opinion. 

Senator Nrxon. Now, in your opinion, then, I think the corollary 
of that would be that the people who control the corporation are the 
people who control the majority of the common stock; is that right? 

Mr. Wasson. That is correct. 

Senator Nixon. Then you will say that the people who controlled 
United were the China International Foundation, because the *y held 
all the common stock, did they not ? 

Mr. Wasson. Right. 

Senator Nixon. In other words, the responsibility, then, the pri- 
mary responsibility, as far as control is concerned, for making this 
charter arrangement, rests with United—or with the China Interna- 
tional Foundation; is that correct ? 

Mr. Wasson. No, I would agree with the first way you said it, that 
it rested with United and its officers and directors. In other words, 
the officers and directors of United are responsible for the man: iwement 
of the affairs of the corporation. 

Senator Nixon. How long would its affairs last if the individual 
or corporation that held all the stock did not like the policies that 
were going on? They would be discharged immediately, would they 
not / 

That is why you said, if I understand you, so that I can under- 
stand whether we are talking about the same thing—I think you 

said that the reason you felt any individual who controlled ‘the 
common stock controlled the corporation was that you were recogniz- 
ing what is obviously true at corporate law, that whoever owns the 
common stock has control over the officers and directors. 

Mr. Wasson. That is right. 

Senator Nixon. I mean, they can remove them at any time they 
are conducting policies they do not want. 

Mr. Wasson. They can certainly fail to reelect them at the next 
annual meeting. 

Senator Nixon. And generally speaking, the officers are supposed 
to be somewhat responsive to those of the corporation who own all 
of the common stock, not merely a majority of it but all of it. 

Mr. Wasson. That would be true. 
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Senator Nixon. That is why it is difficult for me to understand 
how you can question why China International Foundation in the 
final analysis had the control over the corporation, United, and why 
responsibility therefore for what was done rests with China Inter 
national Foundation, the majority stockholder. 

Mr. Wasson. I don’t question the final control by the China Inter 
national Foundation. The only point where I am making a distine 
tion is that the immediate responsibility for the acts of United Tanker 
Corp. rests with its management and directors. If the China Inter 
national Foundation, as stockholder, is dissatisfied with those acts 
or is dissatisfied with that management, as you point out, it has the 
power to remove or fail to reelect the management ; so that the ultimate 
control is in the China International Foundation. And I think it is 
undoubtedly true that if the China International Foundation had 
said to Mr. Lenfest or to Mr. Sieling, “We are strongly opposed to 
making these charters,” they would not have been mi: ule. 

Senator Nixon. If they said that, that would have been the case 

Mr. Wasson. I believe so. 

Senator Nixon. How long did these charters continue? Our rec 
ords show 11 months. Is that approximately correct? I know each 
one was made individually. 

Mr. Wasson. There was no continuous charter. There were a 
series of four separate charters, the first one in June, the last one in 
April 1950, or concluding in April 1950. 

Senator Nixon. In other words, over a period of 10 months, from 
time to time, these charters were made. That would be a fair state 
ment, would it not? 

Mr. Wasson. Yes, sir. 

Senator Nrxon. I see. Now, during that 10-month period, it is 
your contention that the majority stockholder, through its officers, 
were never informed that this transaction was going on ¢ 

Mr. Wasson. No. That is not what I am contending at all. 

Senator Nixon. Well, was Mr. Morris informed? He was the 
president. 

Mr. Wasson. What I have said is that I do not think that Mr. Morris 
was informed at the time of the taking of the first Russian charter. 
T cannot recall when he first obtained that information. I think that 
probably at some point during the period it undoubtedly would have 
been brought to him, but I have no particular recollection of any 
particular discussion with him. 

Senator Nrxon. As a matter of fact, is this the case: that the reason 
you did not inform Mr. Morris and the other two trustees, who were 
not informed, because, of course, some of them were in on the transac 
tion, as you have explained—the reason for that is that you felt that 
they would approve the transaction as worked out by the othe: 
trustees ¢ 

Or did it enter into your mind? I am trying to find out why the) 
were not informed. 

Mr. Wasson. I don’t recall that any charter that United Tanke: 
Corp. had ever made has been submitted to the trustees of the China 
International Foundation as such. I mean, it wasn’t our conception 


of the Foundation that the business matters should be submitted to it. 


This we regarded simply as another charter. It involved sufficient 
questions of United States policy so that United Tanker felt that 
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should be referred to the State Department before it took action on it. 

But it represented a comparatively—it was not any more important 
businesswise than any number of other charters. I think in the over- 
all picture perhaps 4 percent of the total charter hire that United 
Tanker took in from its organization to date came from these Russian 
charters. And I think that the answer to your question is that it was 
not regarded as an important a matter at the time as you regard it now. 

Senator Nrxon. In other words, let us put it-this way. T think you 
put your finger on it when you said that it was not considered to be 
important businesswise, important enough, businesswise, to refer to 
the majority stockholders; is that right ? 

Mr. Wasson. That is correct. 

Senator Nixon. And that, of course, is just the point, it seems to me, 
that is at issue here: that the legality of the transaction technically, 
ut least insofar as you saw it—and there might be disagreement on 
that point—m LV hot have been open to quest ion, 

The importance of the transaction businesswise might seem to be 
relatively small. But we were dealing here, frankly, not with a busi- 
ness corporation but with the China International Foundation, which 
was a philanthropic organization. We were dealing with an organi- 
zation which, as Mr. Flanagan read into the record yesterday, Mr 
Morris had indicated was interested in helping primarily students 
from Nationalist China. 

Now, you question whether or not that was the purpose, but never- 
theless that was the result. So we cannot argue on that point. 

We also, I think, are confronted with the situation in which Mr. 
Morris, who happened to be president of the Foundation but also 
happened to be a member of the law firm representing United, had 
signed a letter at the time that United’s application was filed for 
charters, an application which was a necessary document in United’s 
obtaining the ships eventually, a letter indicating that these ships were 
to be used to haul oil to Nationalist China. 

Now, in the light of that background, it seems to me that there were 
other than business and legal considerations involved here. It was a 
very important policy consideration, as you have suggested. That is 
why you took it up with the State Department. You took it up with 
State, as I understand it, not because you doubted your legal right to 
do that; is that right ? 

Mr. Wasson, That is correct. 

Senator Nixon. But because you felt that you did not want to do 
something that was against the policy of the United States; is that 
not right ? 

Mr. Wasson. That is correct. 

Senator Nixon. Did it ever occur to you that you should take it up 
with the China International Foundation to see if it would be against 
the policy of the majority stockholder to aid the Communists rather 
had the Nationalists ? 

Mr. Wasson. It seems to me that the policy of the Foundation should 
also correspond to the policy of the United States. 

Senator Nixon. And so you suggest that as far as the Foundation 
was concerned, it did not make any difference, then, to Mr. Morris, and 
to Mr. Gregerson, and to Mr. Hume that the original purpose, as 
indicated by the result of the Foundation’s activities, to wit, helping 
Chinese Nationalist students, as Mr. Morris has referred to them, 
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stranded in this country, might be inconsistent with what United was 
doing in getting funds from ‘the C ommunists, who were attempting to 
at least make it impossible for the Nationalists ever to come back to 
power ? 

Mr. Wasson. I think that my only feeling at the time was that it was 
ae which should be submitted to the State Department, which 

‘as a business matter which should be decided upon by the United 

Taalean Corp. directors and officers, and it did not seem to me necessary 
at that time to suggest that the matter be submitted to the trustees of 
the foundation. 

Senator Nixon. Now, let me get at the point this way. 

I think we have a basic disagreement there. I respect you for your 
opinion, but I cannot agree with you. So we will leave it at that point. 
But what I would like to get at is this: As you have indicated, the 
China International Foundation did control United. 

Mr. Wasson. Yes, sir. 

Senator Nrxon. In other words, any time a policy of United was 
adopted which the foundation, as the owner of all the common stock in 
United, did not like, the China International Foundation could have 
stepped in and stopped that policy ? 

Mr. Wasson. Yes, sir. 

Senator Nixon. You have indicated, however, that as far as this 
polic y was concerned, the policy of using ships or tankers for trade 
between the Soviet Union and Communist China, that was not a policy 
that was a sufficient change in past policies basically to require that you 
submit it to the majority stockholder, at least its officers. It was never 
submitted to the President, for example. 

Mr. Wasson. It wasn’t submitted—I think that I would say that the 
policy of United Tanker Corp., engaging at that time in international 
trade, was to charter its vessels on the open market to whoever it 
could find to charter the vessels, as long as in so doing it was not run- 
ning contrary to the policy of the United States, and there was no 
change in that policy as far as the charter to the Russians was 
concerned. 

So that, as a matter of business policy, I don’t think the charter 
represented a change in policy. 

Senator Nixon. As a matter of fact, Mr. Wasson, is this not the 
case, then: The China International Foundation, although at the 
time the charters were made to the agency of the Soviet Government, 
it at least nominally controlled the corporation through its owner 
ship of all of the common stock—is it not true that C ‘hina Interna- 
tional Foundation never exercised any control over the corporation 
2nd its policies? And if so, will you indicate in what respect at all 
the China International Foundation or any of its officers, except of 
course yourself and the officers who were also officers of United, did 
exercise any control over the policies of United? I am trying to find 
out where the control really was, here. 

Mr. Wasson. The China International Foundation selected the 
board of directors of United Tanker. That is, it elected the board 
at the annual meetings of the stockholders. Certainly the foundatio1 
did not try to intervene in the management of the business affairs of 
the corporation. I do not think that I recall any issue coming up 
where the management of the corporation held one view and the foun 
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dation asserted some other view and there was any conflict between 
them. I do not recall any such instance. 

Senator Nixon. Did United make an annual report to its stock- 
holders? 

Mr. Wasson. There were reports presented orally at the annual 
meeting. I do not believe there were any written reports. 

Senator Nixon. When was the annual meeting? 

Mr. Wasson. The annual meeting was, I believe, in April of each 


year. 


Senator Nixon. In April. In April of that year, did you make a 
report concerning the use of these tankers for Soviet trade / 

Mr. Wasson. I don’t remember whether that was discussed at the 
April 1950 annual meeting or not, sir. 

Senator Nixon. As a matter of fact, what this seems to indicate is 
the point that Senator Hoey was making yesterday, that as far as the 
actual control of the operations of the United was concerned, that con- 
trol did not lie in those who held a majority of the common stock 
at the outset, when the corporation was first formed, or later all the 
common stock, when it was transferred to China antes ational, be- 

cause the control actually was in those who put up the money. 

Mr. Wasson. Well, I would disagree, sir. And actually the people 
who put up the money have now largely received all of their money 
back, and the only one with any substantial equity in United Tanker 
is the China International Foundation. The only other person with 
a substantial financial interest in it is the Maritime Commission. 

Senator Nixon. I am speaking of the time these transactions in 
question were made. At that time the money had not been returned. 

Mr. Wasson. No, at that time it had not, sir. 

Senator Nrxon. Now, getting back to one other point: Reference 
has been made throughout he re—and I think this is a misnomer, and 
I want to see if you agree—to this fact : That the people who originally 

came to you, the C hinese, were Chinese Nationalists, and you, in dis- 

cussing the foundation, pointed out that there was really no political 
question involved, that it was a question of Chinese rather than 
Chinese Nationalists. Would you not say that, as far as the people 
who came to you in the first instance were concerned, they were not 
Chinese Nationalists, or, for that matter, Chinese Communists, but 
that they were Chinese nationals? 

Mr. Wasson. I don’t think that I ever used the term in my testi- 
mony here, “Chinese Nationalists.” 

Senator Nixon. I realize you may not have, but maybe some of us 
have. I want to see if we were wrong. 

Mr. Wasson. I would agree. I don’t think that any of the people 
in China Trading were members of the Kuomintang. 

Senator Nrxon. Well, in other words, these people you represented 
were Chinese nationals. 

Mr. Wasson. The people that I represented, or the people who first 
came to me, were young Chinese engineers, most of whom had spent 
their adult life in this country and graduated from universities here, 
and their views were probably based as far as contemporary events 
were concerned largely on the same sources of information that the 

rest of us here have. 





384 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Senator McCartuy. May I make a suggestion? If it is important 
to the committee to determine whether or not the China Foundatio) 
was promoting the cause of communism in China or promoting thx 
recognized Government of China, I believe it is important to find out 
what type of students they were subsidizing. I think it might be 
well for the foundation to give us a list of all of the students. We 
could send a very simple questionnaire to those students and find out 
what type of individuals were being supported by the foundation, i! 
we think that is important. 

Senator NIxon. het me say that that might come up later. As far 
us my questions now are concerned, I am getting at a different point 
than that. 

What I am getting at is this: As far as these Chinese who came t: 
you were concerned, you did not feel they came to you with an) 
political motives in mind, in other words! Because at least you felt 
that their primary interest when they came to you was not, we might 

say, political or philanthropic: to wit, for the purpose of helping the 
then Nationalist Government on Formosa? Is that not the case / 
That was not their primary purpose, was it / 

Mr. Wasson. Well, then they first came to me, it was at a time whe; 
the Nationalist Government still had control of the mainland 
China. 

Senator Nrxon. At least a portion of it. The Communists had 
quite a bit even then. 

Mr. Wasson. Well, that is true. 

Senator Nixon. They were still on the mainland? 

Mr. Wasson. Well, it was at the time of what you might term the 
stalemate. Nothing particularly was happening. It was before t]x 
Communist successes had commenced. Let me put it that way. And 
it was at a time when—they came to me in November of 1947, and it 
was in the spring of 1948, as I recall, that Congress was appropriating 
large amounts of money i. support the Nationalist Government. And 
at that time, the only reference to the Nationalist Government wa- 
the fact that they wanted to obtain the use of tankers for an agen 
of the Nationalist Government. 

Senator Nrxon. Well, as a matter of fact—I will get right to th 
point—as I see this record up to this point, this group who put up the 
money for this corporation, the Chinese, did not have at the outset 
at least primarily philanthropic and political motives. Their motive 
was to make money. Is that not, frankly, what was involved 4 

They wanted to get into a deal where they could make some money. 
and they saw that they could make some money at that time by serving 
the Chinese Nationalist Government’s oil agency. 

Mr. Wasson. Certainly one of their motives was to make mon 
I think they were sincere also in wanting to help the Chinese Petro 
leum Corp. transport oil to China. 

Senator Nrxon. Well, to put it even more bluntly, I think that vo 


can judge the motives of individuals in instances only by the results of 


what they did. I say that it appears from this record that what we 
are dealing with here is not Chinese Nationalists in a political sense, 
but with Chinese nationals, nationals who were willing to make mone) 
wherever they could make it. Whenever they could make it from the 
Chinese Nationalist Government, they were perfectly willing to co 
that. When they could get money from the ECA to fight commr 
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nism, they were willing to do that. Or when they could get money 
from an agency of the Soviet Government to enc ourage and promote 
communism, they were willing to do that. 

In other words, these were Chinese nationals who controlled this 
corporation and who were willing to make money any place they could 
get it. 

Now, frankly, can you put any other interpretation on the record 
than that! 

Mr. Wasson. Yes. I think that is a very unfair characterization 
of the Chinese nationals who invested money in United Tanker Corp. 
or represented people who invested money. I think that it is unfair 
for this reason: I think that at least those with whom I have had 
any contact of the Chinese involved in this matter, have at all times 
been very sincere in their desire to do something to help China, both 
initially, in obtaining tankers for the Chinese Petroleum Corp., and 
also through the gift which they made to the China International 
Foundation, the object of which was in some manner to promote the 
welfare of the Chinese people. 

Now, the reason, looking back today, by describing all of the vari- 
ous things that have happened in one breath, that it may appear 
inconsistent, is because the actions took place over a period of time, 
when conditions in China were changing, and when the policies of 
United States were changing, and when different solutions to the 
problem of China were being advanced and undertaken. And I think 
that all of these young C hinese would have been ver vy much in favor 
of and would have hoped for a stronger United States policy in China. 

Senator Nixon. You mean stronger against the Communists and 
for the Nationalists? 

Mr. Wasson. Yes, stronger against the Communists. I think that 
all of them probably felt that the attempts of the United States to 
urge a coalition between the Nationalists and the Communists was 
a great mistake. But when you come to the summer of 1949, after 
the United States had largely withdrawn its aid from the Nationalist 
Government, after it see med that as a matter of reality the solution 
to the Chinese problem was not going to be United States assistance 
to Chiang Kai-shek to recover China, but it looked as though the 
United States, which was the key to any solution of the Chinese prob- 
lem, had adopted the policy of trying to wean Communist China away 
from Russia. 

Senator Nrxon. By helping Communist China ? 

Mr. Wasson. By permitting ordinary trade with Communist China 
to go on. 

Senator Nixon. Ordinary trade including oil and aviation oil? 

Mr. Wasson. Including kerosene and oil. 

Senator Nrxon. And ethylated benzene / 

Mr. Wasson. Ethylated benzene, which is a very low type of ben- 
zene, I understand. with which ethyl, which comes from the United 
States, is mixed: and permitting all of the various products that the 
lines subsidized by the United States were at that time carrying to 
China, where it seems that that was the solution which the United 
States was undertaking, I think that these young Chinese who, as I 

say, had spent most of ‘their adult lives in the United States. felt that 
that probably would be the only solution. 
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Senator Nixon. Now, Mr. Wasson, I think we are getting to the 
point I wanted to make at the outset. Then, as a matter of fact, you 
did submit this policy question to the Chinese, since you know what 
their motives were. 

Mr. Wasson. I said at the beginning that I recalled a meeting at 
which Mr. Lenfest, Mr. Sieling, Dr. Chen, and Mr. Wei, I believe, 
were present, at which these Russian charters were discussed. 

Senator Nixon. It was sufficiently important, then, to submit to 
the people who really controlled this corporation, who had put up 
the money / 

Mr. Wasson. It was not a matter of submitting it to them. They 
were the people that were in the office when the matter was discussed. 
There was no submission of the matter to the president of China 
Trading in Hong Kong. 

Senator Nixon. Mr. Wei approved it, then; did he? 

Mr. Wasson. My recollection is that both Mr. Wei and Dr. Chen 
were very doubtful. I mean, it was a meeting at which the pros and 
cons were weighed. They felt that they really shouldn't express any 
particular opinion. They didn’t feel that they should say either 
“Yes” or “No” insofar as their views were concerned. 

Senator Nixon. And so they finally decided, after you had consulted 
with the State Department, that the way that they could help China, as 
you put it, was to help Communist China by hauling oil for Russia to 
Communist China. That is what happened; is that right? 

Mr. Wasson. Well, I didn’t consult with the State Department at 
that time. The decision, as I said, was made by United Tanker, Corp. 
I do not think the decision was made by Mr. Wei individually or Dr. 
Chen individually. It was made at a meeting at which they and Mr. 
Lenfest and Mr. Sieling were present, according to my best recol- 
lection. 

I have been trying to interpret for you in answer to your questions 
the general impression that I have gotten of the views of these people 
over a period of time. I don’t think that that was gone into or there 
was any particular general discussion along those lines when the ques- 
tion came up. 

Senator Nixon. I won’t belabor this question any longer, but I have 
a different view, obviously, from the questions that I put, and I am 
interested, however, in your view, because I think you are trying to 
express the view which your clients, you feel, had at the time. 

[ have a different view, for a number of reasons. 

One, because ECA throughout this period apparently thought it 
was bad. 

Mr. Wasson. No, sir. ECA had just withdrawn aid from the Na 
tionalist Government, and that is why we had tankers to charter. 

Senator Nixon. Yes, but after they withdrew it from the National 
ist Government, they thought that it was bad to use the tankers in 
trade between Russia and Communist China. 

Mr. Wasson. My first recollection of an expression of their views to 
me was in April 1950, just before we consulted the State Department, 
and then decided to make no more charters. 

Senator Nixon. That is right. But ECA before the charters were 
completed at least indicated that they did not believe this type of 
trade should continue. 
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Mr. Wasson. Yes, but after that indication, no more charters were 
made. 

Senator Nixon. I see. The Defense Department thought it was 
bad from the beginning. We have no quarrel on that. 

Mr. Wasson. No one told us that. 

Senator Nrxon. You did not know that. Oh, I recognize that, and 
although you will disagree with this, I think from the testimony we 
have had up to this point and from the more eloquent testimony of 
what they did not do, other companies who also had the opportunity 
to obtain this business apparently thought it was bad, because they did 
not take the business. 

Mr. Wasson. On that point, let me also point out that you could 
make the same statement as to shipments of oil to the Nationalist 
Government that you made as to shipments of oil to North China. I 
think that if you wrote Admiral Cochrane you could get back a letter 
from him saying that since the sale of T-2 tankers by the Maritime 
Commission, the only United States-flag vessels which have trans- 
ported oil for the Nationalist Goverment of China are the vessels 
owned by subsidiaries of United Tanker. The reason for that is that 
historically, as Admiral Cochrane pointed out in his testimony, the 
major oil companies use foreign-flag vessels in the foreign trade; 
so that it is comparatively rare to have United States-flag vessels 
trading between either the Persian Gulf or Constanza and China. 

Senator Nrxon. My opinion, Mr. Wasson—and I will conclude my 
questioning of you on this particular point at this time—is that in the 
light of this evidence, as I interpret it, and I know that you en 
it di fferently, the evidence of what ECA apparently thought of it in 
April, the evidence of what the Defense Department thought of it, 
the evidence of what other companies did, and the point that you just 
made, that the only company which engaged in this type of trade 
was a company which prior to that time was engaging in trade with 
the Nationalist Government itself, which I think compounds it, com- 
pounds not the crime but the wrong, in my opinion, leads me to the 
conclusion that what we were dealing with here, very frankly, was not 
Chinese Nationalists but Chinese nationals. And I would think, my- 
self, and I have reached the conclusion, that as far as their attitude 
on the morality of this thing was concerned, when they say that they 
wanted to help China and that they chose as a method of helping 
China the helping of the C ommunists in China—as far as their mo- 
rality was concerned, it was about the equal of what I would term 
“international pirates.” 

I recognize that you have had your say in the record. That is mine. 

Senator McCarruy. May I add, Mr. Nixon, that if your characteri- 
zation of the Chinese in the organization is correct, the same char- 
acterization would, of necessity, apply to the Americans in both those 
organizations, because the testimony has been that the organizations 
were completely controlled by Americans and not by the Chinese. 

I may say I do not differ with your characterization, except that I 
think we should apply it not merely to the Chinese, whom this witness 
has testified under oath, did not control either of the organizations 
but to the American who controlled both of the organizations. 

And I am not asking you, Mr. Wasson, for an answer on that. 

Senator Hory. We have had a lot of discussion about this m: itter, 
which, of course, has been all right, but I hope as we go along we can 
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try to deal with just the facts, so that we can sometime conclude with 
this witness. 

Now, as I understand it, you say they did not make any chartering of 
ships after April of 1950? 

Mr. Wasson. Yes, sir. 

Senator Hory. And all of the chartering ended at that time; that 
was in 1950, before the Korean war began in June 1950. 

Mr. Wasson. Yes, sir. 

Senator Hory. Now, I understand your position is that while these 
two American tankers flying the American flag were the only ones, 
as indicated by Admiral Cochrane, that made ‘these voyages, there 
were a great many others under foreign flags that did make such trips? 

Mr. Wasson. I don’t know whether they did make trips from Con- 
stanza. The point I was making was that there was a large volume of 
oil moving out of the Persian Gulf either to Hong Kong or to China. 

Senator Hory. And that was during the period, you contend, when 
the State Department did not maintain a very decided policy as to its 
dealings with this group. 

Mr. Wasson. Yes. 

Senator Hory. You may proceed, Mr. Flanagan. 

Mr. Fuanacan. Mr. Wasson, can you tell us briefly under what cir- 
cumstances Mr. Morris happened to contact ECA in the summer of 
1950, as indicated by this excerpt from the memorandum of July 13 
which I read yesterday ? 

Mr. Wasson. My recollection is that some time prior to July 1950, 
Chinese Petroleum Corp. had indicated an interest in chartering one 
of the United Tanker vessels. 

At that time ECA had resumed the reimbursement of Chinese 
Petroleum or the financing of the freight on oil being shipped from 
the Persian Gulf to Formosa. It was, I believe, necessary to obtain 
the approval of ECA for the charter to be made by Chinese Petroleum 
of the particular vessel in order that Chinese Petroleum could be sure 
that it could be reimbursed for the charter hire or that the charter 
hire could be paid by ECA. I think that when the question was 
presented, I am not sure by whom, either by Chinese Petroleum or by 
representatives of U nited Tanker to ECA, a question was raised as 
to whether, in view of the past Russian charters which United Tanker 
had made. ECA should be in the position of permitting one of the 
United Tanker vessels again to be chartered to Chinese Petroleum 
Corp. I think that that was the background of Mr. Morris’ meeting 
with Colonel Syran. 

Mr. FuanaGan. Why did Mr. Morris handle that, rather than your- 
self, who had been handling it up to that time ? 

Mr. Wasson. I really do not know. Mr. Morris was available to gO 
down to Washington, and he was the one who happened to go from 
our office. I think that Mr. Morris felt that he wanted to “explain 
to Colonel Syran the nature of the China International Foundation 
and the relation which it had to United Tanker Corp. 

Mr. Fianacan. Do you recollect any discussion at all with Mr. 
Morris as to which one of the members of the law firm should present 
this matter, in view of the opposition of ECA ? 

Mr. Wasson. No, I don’t recall any particular discussion of the 
matter. I had had a brief conference with Colonel Syran, I believe. 
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a day or two after I had been to the State Department, in the latter 
part of April 1950, in which I was more or less reporting to ECA 
the fact that we had talked to the State Department, and they had 
suggested that no more charters be made, and we had told them that 
we would make no more Russian charters. 

Mr. Fuanacan. I have no further question on this particular phase 
of it at this time. 

Senator Horry. I hope we can go ahead; but finish whatever you 
have, 

Mr. Fianacan. Back, now, to the certain points we were going to 
cover that were not entirely covered in your opening statement, Mr. 
Wasson. 

Our exhibit No. 12 is a wire from Mr. Morris to Francis Goertner 
of the Legal Division of the Maritime Commission. Did Mr. Morris 
himself prepare that wire, which was signed by him, or was that 
prepared by yourself or some other member of the firm’ Do you have 
any recollection of that? 

Mr. Wasson. No, I don’t. I think it may very well have been dic- 
tated by both of us together; but I am sure that I saw the wire and 
was consulted on it. Ido not recall who dictated it. 

Mr. Fianacan. This was a wire which, I believe, eventually resulted 
in an opinion by Mr. Goertner to the effect that United was a citizen 
corporation, was it not ? 

Mr. Wasson. Yes, sir. 

Mr. Fianacan. Now, I notice in this part of this wire that it says: 

Question has been raised as to the citizenship of United Tanker in view of 
proposed second mortgage to it on a vessel purchased by a citizen, and in view 
of contemplated long-term charter to it by a citizen purchaser of another vessel. 

In other words, you are talking about two vessels, one, where you 
propose to take a second mortgage, and two, where you contemplate a 
long-term charter. 

My recollection is that in the case of National Tanker you were 
getting three vessels under long-term charter with an option to buy, 
and IT am a little confused as to what Mr. Morris or yourself might 
have been talking about here when vou were talking about mortgag- 
ing one vessel and long-term chartering another. ; 

Mr. Wasson. The immediate reason for the wire was the question 
of the mortgage. I mean, the reason that we requested the opinion 
primarily was that counsel for Commercial National Bank & Trust Co. 
had asked us to request an opinion on the citizenship. 

Mr. Franacan. The answer I want simply was what vessels are 
they talking about? Are they talking about the three Casey vessels 
in this wire, or are they talking about some other vessels ? 

Mr. Wasson. The vessel with the second mortgage, that they were 
talking about, was the St. Christopher, which was owned by American 
Viking Corp. 

Mr. Fuanacan. American Viking. Now, what was the second 
vessel they were talking about ? 

Mr. Wasson. T don’t know which vessel that would have been. 

Mr. Franacan. Now, when you got your opinion, or before you 
got your opinion, do you know whether vou or any other representa- 
tive of your law firm discussed the facts in the National Tanker case 
with Mr. Goertner or any other representative of the Commission ? 


i 








390 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Mr. Wasson. I do not have any recollection of discussing the facts 
in the National Tanker matter with Mr. Goertner. I do not think 
any other member of our law firm would have. 

Mr. Franacan. As a matter of fact, the opinion Goertner gave you 
was with regard to two other vessels. 

Mr. Wasson. The opinion was not with regard to any vessel. The 
opinion was with respect to the citizenship character of United Tanker 
Cor p. 

Mr. Fianagan. But it was based on a set of facts concerning two 
other vessels. 

Mr. Wasson. The wire was explaining why we were asking the 
question. I don’t think the reason for asking the question had any- 
thing to do with the answer. 

Mr. Fuanacan. Well, this wire is dated February 2, 1948. Why 
at that time didn’t you present the facts concerning National Tanker? 

Mr. Wasson. Well, the facts as to National Tanker , or as to Ameri- 
can Viking, or as to any other vessel we were considering had no 
relevance to the question we were asking. 

Mr. FLANAGAN. You were trying to find out, No. 1, whether United 
Tanker was a citizen corporation ¢ 

Mr. Wasson. Right. 

Mr. FLanacan. And you wanted to know that so that you could 
take title of certain vessels in that corporation; isn’t that true? 

Mr. Wasson. We wanted to know that. because from the answer 
to that—I mean, assuming that Mr. Goertner confirmed that United 
Tauker was a United States citizen, it could then charter vessels, 
take a mortgage on vessels, own vessels outright, do anything else 
that a United States citizen shipping company could do, and it 
wasn’t our intention at all that the opinion would be confined to the 
facts of any particular transaction. If United Tanker was a citizen 
with respect to one transaction, it was a citizen with respect to any 
other transaction. 

Mr. Fuanacan. And as far as you know, the only disclosure con- 
cerning the facts in the National Tanker case—as far as you pee 
the only disclosure concerning those facts was made by Mr. Casey 
or other's than your law firm ? 

Mr. Wasson. At that time; yes. Of course, subsequently, United 
Tanker applied to the Maritime Commission for approval of its 
charters of the Kettleman Hills and the Meacham to China Trading 
and at that time submitted copies of the bare-boat charter from Na- 
tional Tanker to United Tanker. And also, as I recall, there was an 
affidavit that had to be filed with the Maritime Commission listing 
the officers of National Tanker, which listed Mr. Wei as one of the 
officers of National Tanker. 

Mr. Fuanacan. Now. on another matter that was brought up, 
when Mrs. Konow was on the stand, she placed in the record Exhibit 
No. 27, which was a memorandum, an unsigned memorandum, dated 
January 19, 1948, setting forth the plan between the Casey group 
and the United group with regard to the acquisition of these vessels. 
She said that she obtained the memorandum at one of these meetings 
in New York on the 19th. She didn’t know where it came from. 
Have you seen this memorandum ¢ 

Mr. Wasson. No, sir. 
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Mr. Franacan. Will you look at that and see if you can tell the 
committee who made it up? 

Senator McCarrny. Mr. Flanagan, while the witness is looking 
at that, may I see if I have this record clearly in mind? 

Am I correct in this, that China Trading put up the money to buy 
the United Tanker stock, which in turn was used to create the Founda- 
tion? Is that correct ? 

Mr. Fuanacan. They put up originally approximately $2,000 of 
the original investment, while the American citizens put up $6; and 
during the first 6 or 8 months of the operation of the corporation—— 

Senator McCarruy. No. You misunderstood me. Am I correct 
in this, that China Trading is the outfit that, in effect, created the 
Foundation, put up all of the money except $6. 

Mr. Fianacan. They gave all the stock to the Foundation. 

Senator McCartny. Then am I correct in this also, that China 
Trading continued after the Korean war to ship into the Communist 
ports of China ? 

Mr. Fianacan. Yes, sir, dry cargo ships, not tankers. But they 
did ship in and out of Communist ports after the Korean war started. 

Mr. Fianacan. Did you look at this exhibit, Mr. Wasson ? 

Mr. Wasson. Yes, sir. 

Mr. Fuanacan. Can you tell us who prepared that ? 

Mr. Wasson. I can’t say that I recollect specifically. My best recol- 
lection is that it may have been dictated in our office by Mr. Klein. 
Though it may have been one of those things which might have been 
dictated more or less by a group; suggestions made as the memo- 
randum was dictated. 

Mr. Fianacan. In any event, is it true, then, with regard to that 
memorandum, that on the 19th of January, the Casey group and the 
United Tanker group had arrived at an agreement as to the charter- 
ing and purchase of these ships? 

Mr. Wasson. No, sir. 

Mr. Frianacan. Then it arrived at an understanding ? 

Mr. Wasson. My recollection is that when the meeting on January 
19 was concluded, certainly from United Tanker’s side we felt that 
there would be a deal worked out; but there were still a lot of points 
not covered by this memorandum which had to be worked out. And 
1 don’t think there was what I would call an agreement in the sense 
of an enforceable agreement which one party could have required 
the other to perform. 

Mr. ¥Lanacan. You had agreed basically, however, had you not, 
on the charter, and on the stock option ? : 

Mr. Wasson. No, I don’t think this memorandum refers to either. 
It does not refer to the chartering, I don’t believe. This memorandum 
apparently contemplates that the stock would be transferred to United 
simultaneously with the delivery of the vessels to the new corporation. 

Mr. Fuanacan. And, of course, you knew that those vessels would 
not be delivered until some later date ? 

Mr. Wasson. That is right. 

Mr. Franagan. Another matter that came up in connection with 
Mrs. Konow’s testimony has to do with these two agreements under 
which she was to be paid a brokerage fee of $300,000. One is an agree- 
ment dated February 3, 1948, between Mrs. Konow and United Tanker 
Corp. Did you draw up that agreement ? 
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Mr. Wasson. I reviewed the agreements, and my recollection is 
that there were several drafts of those agreements before they were 
finally agreed upon. I think that some drafts Mrs. Konow prepared 
or someone prepared for her, and others I prepared. 

Mr. Fianacan. Well, let me ask this: Did your law firm pre 
pare the agreements, did China Trading prepare them, or did _ 
Konow’s lawyers prepare them? Iam talking about the February : 
agreement. 

Mr. Wasson. I don’t know in what office the agreements were 
finally typed up. What I am trying to say is that I know there were 
some drafts that I presume Mrs. Konow’s attorneys prepared, which 
she left with me to look over. I made changes. I don’t know ag 
it finally ended up with something that her attorneys prepared and 
we agreed upon, or whether the final preparation was something we 
had prepared, but we were participating from United Tanker’s st: ‘and 
point in the preparation of the agreement. 

Mr. FLaAnaGan, ( ‘oncerning the : agreement dated February 18, 194s, 
which is our exhibit No. 10, that agreement is between the Wonok 
Corp., which is Mrs. Konow’ $ corporation, or was, and China Trading, 
whereby she is to get roughly $50,000 a ship. 

Can you tell the committee why China Trading agreed to pay he: 
this money, rather than United, which was getting the benefit of th 
ships ¢ 

Mr. Wasson. I am really not sure. My best recollection is that 
our feeling at the time was that Mrs. Konow requested that becaus: 
she wanted an agreement with a company that had some money rather 
than a company which hoped to have some money. 

Mr. FiranaGan. Well, that would indicate, wouldn’t it, that China 
‘Trading was very much involved at that time in not only the financia! 
affairs but apparently in the administrative affairs of United 4 

Mr. Wasson. Well, China Trading was very much involved in the 
arrangements for the ac quisition of tankers and the financing of those 
tankers, because United Tanker could not make any arrangements for 
the acquistion of tankers unless they were arrangements which could 
be financed, and the China Trading was indispensable to the financing. 

Senator Nixon, Which gets back to the point Senator Hoey made 
all along, that the people who really controlled were China Trading, 
which put up the dough. Could they have done anything without 
China Trading? Would there be anything to do if it were not for 
China Trading? 

Mr. Wasson. They couldn’t have obtained the tankers without 
China Trading; and vice versa. 

Senator Nrxon. Vice versa, China Trading couldn’t have gotte: 
them directly, could they ? 

Mr. Wasson. No. 

Senator Nrxon. Why? 

Mr. Wasson. Because China Trading was not a company whic! 
complied with the requirements. 

Senator Nrxon. Of the law 4 

Mr. Wasson. Of the law. That is right. 

Senator Nixon. They were not a citizen corporation / 

Mr. Wasson. That is right. 

Senator Nixon. And so in order to have China Trading get the ves 
sels which they wanted—they could not get it legally by themselves 
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what you did was to get these two Americans to put up $6, make them 
president and vice president of the corporation, give them a majority 
of the stock, and thereby set up a corporation which China Trading 
controlled ? 

Mr. Wasson. No, Senator, China Trading didn’t control it. 

Senator Nrxon. They did not care whether they controlled it or not, 
after all, did they ? 

Mr. Wasson. Senator, I won’t talk very long about this 

Senator Nrxon. You have gone into it before. 

Senator McCarrny. May I ask the witness: 

You have answered that at very great length three of four times 
before? 

Mr. Wasson. Could I just make this answer, in one sentence, a 
slightly long sentence ? 

It would have been rather incredible for a group sitting with a 
couple of million dollars to say, “How are we going to invest this 
money? Let’s find the corporation and invest the money in it and let 
people for $6 obtain control of it.” That wasn’t the situation. The 
situation was that someone that needed the use of tankers was willing 
to make prepayments of charter hire because of its poor credit s tanding 
in order to obtain the use of tankers. And I think that the transaction 
is more understandable if you realize the motives behind it. 

Senator Nixon. Go ahead. 

Mr. FranaGan. You will recall, Mr. Wasson, that Mr. Casey testi- 
fied at some length, and Mr. Leece prior to that, as to, the organi- 
zation of National Tankers and its subsidiaries, Trans-World and 
Oceanic Marine. 

Mr. Wasson. Yes, sir. 

Mr. FianacGan. The record will show, I believe, that these corpora- 
tions were organized in, or National was organized in, early 1948. 
And the other two, Trans-World and Oceanic, were organized about 
6 months later, and the stock was held by the Casey group for about 
a year before it was turned over finally to your group, United. Is that 
correct ¢ 

Mr. Wasson. Yes, sir. 

Mr. Franacan. The record also shows that Mr. Casey was president 
of National, Oceanic, and Trans-World, and his associates held other 
offices during that 1 year period. Now, is it or is it not a fact that 
the policy and the actual operation of these three corporations was 
handled by representatives of United Tanker during the year in which 
Mr. Casey and his associates were officers of the corporation ¢ 

Mr. Wasson. I don’t think that is a fact. But it is confusing, be- 
cause of the bareboat charter, which has to be understood in order to 
appreciate the situation, 

Under a bareboat charter, the owner of the vessel has nothing what- 
ever to do with the operations. 

Mr. Fnanaean. Mr. Wasson, I don’t want to stop you from making 
any answer you want, but that has been discussed at great length by 
about five witnesses, the fact that once you have a bareboat charter, 
the control of the vessel is in the charterer, period. 

Mr. Wasson. Right. Well, it follows from that, that there was 
nothing for National to do once it had bareboat chartered its vessel 
to United, except to negotiate with United. 
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Senator McCarruy. Mr. Wasson, could I impose on you, I wonder, 
to listen to the question and answer the question ¢ After we are all 
through, if you have any speeches to make in further explanation, 
we will give you all the time you want. But try and answer Mr, 
Flanagan’s question and only answer it. 

Mr. Wasson. Iam trying, Senator. 

Senator McCartruy. Please. 

Mr. Wasson. So that the only questions National had to do with 
were really questions which came up between it as the owner of the 
vessel and United as the bareboat charterer of the vessel. 

Mr. Fianacan. Who ne ided the general policy of these corpora 
tions during the pen Mr. Casey and his associates were officers / 

Mr. Wasson. Mr. “ase y and his associates, 

Mr. FLaNnacan. Did United or its representatives attempt in any 
way to dictate the policies of these corporat lons / 

Mr. Wasson. The answer is certainly no to the question as you 
phrase it. United did request the Casey group, for example, to form 


Trans-World Maritime Corp. and to form Oceanic Maritime Corp. 


Mr. FLanacan. As a matter of fact, they were formed at the sug- 
gestion of United, were they not ¢ 

Mr. Wasson. That is just what I have said. 

Mr. Franacan. Is it not also true that during that period of time Mr. 
Casey took very little active part in the two corporations of which 
he was president, the two subsidiaries ¢ 

Mr. Wasson. That is correct. 

Mr. Fuanacan. I have no further questions. 

Senator McCarrnuy (presiding). Senator Nixon’ Senator Mundt! 

Senator Munpr. Yes: I have a question. 

Mr. Wasson, did you firm ever represent the Casey group in any 

capacity ? 

Mr. Wasson. No, sir. 

Senator Munpr. You point out it did not represent the American 
Overseas in its successful application before the Maritime Cominis- 
sion for an allocation of tankers. I wondered if you had ever rep- 
resented the Casey group in any other legal matter not involving 
them. 

Mr. Wasson. No, sir. 

Senator Munpr. You had nothing to do with the forming of the 
corporation, American Overseas Tanker Corp. and subsidiaries under 
it ? 

Mr. Wasson. No, sir. We had nothing to do with it. I should 
point out we did organize Oceanic Maritime Corp. and Trans-World 
Maritime Corp., which were the two companies organized in the sum- 
mer of 1948 at United Tanker’s request. 

Senator Munpr. I was thinking particularly of National Tanker. 

Mr. Wasson. No: we did not organize N: ational Tanker. 

Senator Munpr. Do we have in the record, Mr. W: asson, the total 
collected by your firm in connection with this transaction 4 

Mr. Wasson. I submitted a statement. 

Senator McCartuy. Off the record. 

(Off the record.) 


Senator Munpr. You say that is in the record / 





INO 
M 


S 


fror 
aco 
kame 
N 
voti 
late 
tim 


er, 


all 


on, 


Lr. 


ith 
he 


ou 
rin 
rp. 
lg- 


fr. 
ich 


It / 


n\ 


he 
ler 


ld 
rld 


Ii- 





SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 395 


Mr. Wasson. I submitted a statement to the committe e counsel. I 
don’t know whether it is in the record or not. 

Mr. FianaGan. We will place that in the reeord—that will be one 
in the office—showing the total amount of legal fees which were paid 
to the law firm of Lovejoy, Morris, Wasson & Huppuch as a result 
of their representation of China Trading and United. 

Mr. Wasson. Right. 

Mr. Fuanacan. Do you recall what that total was roughly ? 

Mr. Wasson. No, sir; I don’t. The only recollection I have is that 
it amounted to between $30,000 and $40,000 per year. 

Mr. Fuanacan. We will get it and put it in the record. 

Senator Hory. That will be exhibit 37. 

(The information referred to was marked “Exhibit No. 37° and 
will be found in the appendix of p. 707.) 

Senator McCarrny. You mean you have no idea now what the total 
figure is / 

Mr. Wasson. Of course, I can multiply the number of years by the 
30 to 40, but the exact figure is 

Mr. FuanaGan. Between $150,000 and $160,000, I believe. 

Senator Munpr. Continuing then, on exactly what date did the con- 
trol of United Tanker pass from the hands of either the Americans 
with the $6 investment or the Chinese with the $2 million investment / 
Ifowever you want to interpret that, at what date did control pass 
into the hands of the China International Foundation ? 

Mr. FLANAGAN. June 18, 1948. 

Senator Munpr. From June 18, 1948, we are agreed that there is no 
dispute as to who controlled United Tanker Corp.? It was controlled 
from that time on by the China International Foundation which has 
a complete majority of voting stock, the commen stock and every other 
kind of stock; isthat right 

Mr. Wasson. From that time on it had a complete majority of the 
voting stock. It did not acquire a majority of the preferred stock until 
later, but I would agree that it has been in complete control since that 
time, 

Senator Munpr. So, good or bad, wise or unwise, the operation of 
United Tanker from June 18, was it ? 

Mr. Wasson. Yes, sir. 

Senator Munpr. 1948 ¢ 

Mr. Wasson. Yes, sir. 

Senator Munpr. Has been under the control of the China Inter- 
national Foundation. 

Mr. Wasson. Yes, sir. 

Senator Munpr. That isall, Mr. Chairman. 

Senator Hory. Any further questions ¢ 

Mr. FLANAGAN. Just two other things here, Senator. 

It is true, is it not, Mr. Wasson, that in November 1951 the steam 
ship Meacham, which is owned by the Meacham Corp., was libeled by 
the Department of Justice. 

Mr. Wasson. It is true. 

Mr. FLanaGan. We will place that libel complaint in the record. 

Mr. Wasson. Could you also place our answer ¢ 
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Mr. Franacan. Yes; we will make your entire answer, that blue 
book I believe, if it is agreeable to the Chair, an exhibit in the record 
rather than print it in full, since it is a rather lengthy document. 

Mr. Wasson. We also have a specific answer. 

Senator Hory. One will be exhibit 38 and the other exhibit 39. 

Mr. Fianacan. Thirty-eight will be the libel plus the answer, and 
39 will be the application. 

(The documents were marked “Exhibit 38 and 39.” Exhibit No. 38 
will be found in the appendix on page 707 and No. 39 will be found in 
the files of the subeommittee. ) 

Mr. Fianacan. ‘The Meacham Corp. in this libel case is represented 
by your law firm, is it not ¢ 

Mr. Wasson. No. The counsel in the case is the firm of Baird, 
White, and Lanning, Norfolk attorneys. 

Mr. Fuanae@an. Is your firm involved at all? 

Mr. Wasson. We are not of record as counsel in the case. We are 
certainly lending every assistance that we can to Messrs. Baird, White, 
and Lanning, but I expect that the counsel who will try the case will 
be Baird, W a a Lanning. 

Mr. Fianaa. But vou are one of the counsels acting in the case 
for the local wren right ? 

Mr. Wasson. We are certainly—— 

Senator Nrxon. You are general counsel and they are trial counsel. 

Mr. Wasson. We are general counsel for Meacham Corp. 

Senator Nrxon. Would this be a correct statement? You are gen 
eral counsel for United and for Meacham but they are trial counsel 
for this case. 

Mr. Wasson. That is correct. 

Mr. Franacan. One other question: Can you tell us whether or 
not, since the organization of United Tanker and its various sub- 
sidiaries and affiliates which appear on chart 4, any of those corpora- 
tions have been in a position where it has been necessary for them to 
pay Federal corporate income tax. 

Mr. Wasson. Yes, sir. 

Mr. Franacan. Which ones of the firms? 

Mr. Wasson. The American Viking Corp. paid Federal income 
taxes for 1948 and 1949, I believe. United Tanker Corp. filed con- 
solidated returns for itself and its subsidiaries for the years 1948, 1949, 
1950. I think in those 3 years its returns showed no tax to be due, 
although those returns have not yet been audited. The question of 
whether any tax is due on those years depends largely on the life of 
the tankers which will be accepted by the Bureau as the proper basis 
for depreciation. 

Mr. Fianacan. I might state that our examination of the tax re- 
turns for the years 1946 through 1949, which are the only returns 
we have available to us at this time, indicate that of these corpora 
tions—which include United Tanker, National Tanker, American 
Overseas, American Viking, and Trans-World—the only taxes paid, 
that I find here, during those years was $24.97 paid by United Tanker 
in 1948. 

Mr. Wasson. I know that American Viking Corp. has paid about 
$180,000 in taxes, and as to the other companies of course they didn’t 
make much money until this last year when the charter market turned 
up. 
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Mr. FianaGan. Those tax returns are not yet available to us, of 
course. 

Mr. Wasson. That is right. I think the balance sheet of United 
Tanker shows taxes that either have been paid or for which pro- 
vision has been made amounting to about a million and a half since 
its organization. 

Senator Nrxon. Could I ask a question at this point? Did your 
firm do the tax work or was that done by outside counsel ? 

Mr. Wasson. I believe the returns were prepared by Price, Water- 
house & Co., an accounting firm, but our firm was consulted in con- 
nection with the preparation. 

Senator Nixon. I see. You prepared this brief which has been 
filed, did vou? 

Mr. Wasson. I participated in it. 

Senator Nixon. You participated in it with the special trial coun- 
sel that you have retained / 

Mr. Wasson. Yes, sir. 

Senator Nixon. In other words, two firms are working together 
on the brief. 

Mr. Wasson. Yes. 

Mr. FuanaGan. Returning to these legal files which we discussed 
a few minutes ago, the statement which you were kind enough to 
submit to the committee several weeks ago, Mr. Wasson, indicates 
that from the fall of 1947 through 1951 your firm has earned $158,500 
in legal fees, and I believe that includes an estimated fee of $50,000 
for 1951 which has not vet been finalized. 

Mr. Wasson. That sounds correct. 

Mr. Fuanacan. I have no further questions. 

Senator Nixon. One further question and I am through. 

Mr. Wasson, as far as the libel case is concerned, it involves, does 
it not, some of the things that we have discussed in such an involved 
manner in this hearing? 

Mr. Wasson. Yes, sir. 

Senator Nrxon. In other words, the Department of Justice raises 
some of the same questions that some of the committee members 
have raised, is that correct ? 

Mr. Wasson. They have not covered as broad a field, but they have 
raised some of the same things, ves, sir. 

Senator Nrxon. The same questions in regard to the real control 
of this corporation—let us not get into the brief, but the real control 
of this corporation—are involved in this libel suit, is that right ? 

Mr. Wasson. Yes, sir. 

Senator Nixon. All right. 

Senator McCarruy. I have no further questions. 

Senator Hory. Stand aside, Mr. Wasson. We thank you for your 
presence. 

Mr. David Jarvis. 

Senator McCartuy. Mr. Chairman, may I request that the speech 
made by Senator Knowland on September 9, 1949, at page 12991 be 
made an exhibit. I don’t request that it be written verbatim in the 
record. I would like it made an exhibit. This relates to the two ships, 
the St. Christopher and the Kettleman. Hills, which were then being 
operated by the China International Foundation. Senator Knowland 
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at that time objected strenuously to the China International Founda- 
tion aiding Communist China. 

In connection with this, Mr. Chairman—— 

Senator Hory. What date? 

Senator McCarrny. September 9, 1949.. That is while the China 
Foundation had two ships, St. Christopher and the Kettleman Hills, 
plying to Communist ports. 

Mr. Chairman, there is additional information that I would like 
to have the staff get. In view of the fact that the China Interna- 
tional Foundation pays no tax on its sizable profits on the grounds 
it isa charitable organization, in view of the fact that it now appears 
that the China International Foundation has been aiding Communist 
China, making a sizable profit on the aid to Communist China, in view 
of the fact that this was publicly objected to by a Senator on the floor 
of the Senate September 9, 1949, so they were put on notice what they 
were doing, I think that the staff should now check and see how those 
profits are being spent. If they are being spent in the same way they 
were obtained, namely, aid to Communists or Communist China, cer- 
tainly this should be called to the attention of the Justice Department 
and the Internal Revenue Bureau so they can review this question of 
tax-free profits for this organization, which is apparently doing noth- 
ing except aid Communist China. 

Senator Hory, The staff will make the necessary investigation. 
With reference to the speech, let me see it. I do not think it is custo- 
mary to put speeches in the record. 

Senator McCarruy. May I make it clear, Mr. Chairman, that I am 
not asking that it be put in the record. I am asking that it be made 
an exhibit, principally because of two letters, the correspondence be- 
tween the State Department and Senator Knowland which he inserted 
in the record at that time, and also so the record will be clear that 
there was public and vigorous objection to this so-called charitable 
organization giving all-out assistance to Communist China at the time 
when they were assisting Communist China, I think this is important 
in view of the witness’ téstimony to the effect that they felt they were 
actually helping China at that time. 

Senator Hory. The question which arises is that we are holding a 
pe ial hearing, and we are having sworn testimony. Your statement 
iz entirely proper about their being put on notice, but I don’t think it is 
mite to make a speech or any declaration made outside somewhere 
part of our record. I will be glad to confer with you about that and 
we will see. Tam perfectly agreeable to having it appear that atten- 
tion was called to it but I don’t think we ought to adopt the policy of 
making extraneous matters, some statement made oustide somewhere 
even on the floor of the Senate, a part of our official record. 

Senator Munpr. Mr. Chairman, how about putting this whole big 
book in? 

Senator Hory. That is a part of the answer on this record. He has 
identified that on this record as ang a part of his answer. I am 
adopting what I think is the rule. I don’t think we can go out and take 
speeches made in the Senate, House, or anywhere else and bring them 
in and make them part of the record. I think it entirely proper and 
indeed perfectly permissible to have any witness to identify any part 
of this thing and we can use whatever is necessary. I do not believe we 
ought to adopt the policy of putting speeches in our official record. 
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Senator McCarrny. May I suggest then Mr. Chairman that the 
staff check and establish the authentic ity of the letters from the State 
Department to Senator Knowland and that those letters, assuming 
their authenticity is established, filed ? 

Senator Hory. I think that is proper. I will confer with you about 
anything else you want in. I want to put in whatever you want, but 
I don’t want to adopt that policy of printing extraneous matter in the 
record, 

Mr. Jarvis, will you please stand up. Hold up your right hand. Do 
you solemnly swear that the evidence which you will give in this hear- 
ing shall be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Jarvis. I do. 

Senator Hory. I should like to announce as to the program ahead, 
because I think it will interest the newspaper people and all others, 
that Iam hoping we may finish with Mr. Jarvis today. We will not 
hold a session tomorrow. We will meet Monday, and I am expecting 
the first witness Monday to be Mr. Arthur G. Svran, from the ECA. 
He will be followed by Mr. L. James Falek, of the State Department, 
and also Mr. Willard Thorpe from the State Department. Then 
probably by Tuesday, if we can finish those on Monday, Mr. Newbold 
Morris and Mr. Francis B. Goertner, who was attorney for the Mari- 
time Commission at that time, to be followed when they are reached, 
by Admiral William W. Smith, Joseph K. Carson, Jr., Grenville 
Mellen, and Raymond 8S. McKeough, all four of whom were members 
of the Maritime Commission. That is the order in which we hope 
to take up the testimony of the witnesses beginning next Monday. 


TESTIMONY OF DAVID B. JARVIS, PRESIDENT, SIELING & JARVIS 
CORPORATION, INC., NEW YORK CITY 


Senator Hory. Mr. Jarvis, identify yourself and give vour name, 
address, and so on, for the record. 

Mr. Jarvis. My name is David B. Jarvis. I am sole owner of Sie- 
ling & Jarvis, Inc., and also its president. The address of the office 
is 0 Broadway, New York City, and my residence is—— 

Senator Hory. How long have you been connected with shipping, 
Mr. Jarvis? 

Mr. Jarvis. Forty-two years. My residence is 80 South Mont- 
gomery Avenue, Bay Shore, N. Y. 

Senator Hory. Mr. Flanagan, you may proceed with the examina- 
tion of Mr. Jarvis. 

Mr. Fuanacan. Mr. Jarvis, you were a member of the firm which 
handled as agents the ships of United Tanker Corporation or some of 
the ships? 

Mr. Jarvis. Iam and was. 

Mr. Franacan. In the spring of 1949 can you tell us how you 
happened to obtain charters for United Tankers ships Aett/eman 
Hills and later the St. Christopher with the Soviet Oil Bureau or 
representatives of that bureau / 

Mr. Jarvis. I received a cable from Stevenson, Hardy & Co., Lon- 
don, who had been agents of ours for a good many years, and they 
cabled to us and I believe they cabled to other brokers in New York 
that the Russians were in the market to charter a ship to carry oil 
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from Rumania to North China. We are brokers. We telephoned t}) 
United Tanker Corp. 

Mr. Fianacan. Whom did you telephone at United Tanker at tha 
time, do you recall ? 

Mr. Jarvis. Actually I believe Mr. Sieling may have been in thi 
office or he may have been in his office at U nited Tanker, I don’t know 
At that time Mr. Sieling was a partner of Sieling & Jarvis, and he 
was vice president of Sieling & Jarvis. 

Mr. Fianacan. In any event you advised and represented to United 
Tanker that you had these offers to charter to the Soviet 

Mr. Jarvis. Yes; quite so. 

Mr. Furanacan. What was their response and reaction ¢ 

Mr. Jarvis. Immediately? I don’t know that we got any respons: 
I presume the boys in the chartering department probably covered t}i 
market. At that time there were probably not more than three clean 
tankers available owned by independent operators in this country that 
might have been available for this business. 

Mr. Fuanacan. And two of those were United? Or one? 

Mr. Jarvis. Absolutely, no, there was only one, the Aettleman /// 
the only clean ship that we had. 

Mr. Fianacan. Did you also attempt to give other companies that 
Soviet business ? 

Mr. Jarvis. We did. I don’t recall exactly whether it was on thi 
first voyage or the first charter that we had from London. 

Mr. Franacan. What companies did you contact other than United 
to get the Soviet business ? 

Mr. Jarvis. We called or contacted Charles Kurz Co., in Phils 
delphia. 

Mr. FLanaGan. What is that ? 

Mr. Jarvis. Charles Kurz (K-u-r-z) Co. 

Mr. Franacan. What was their reaction ? 

Mr. Jarvis. They asked what the rate would be, as I recall. This is 
of course going back a very long time, and I haven’t reviewed the case 
and I don’t have a diary at the office. Iam confused as to whether this 
happened on one of the first inquiries or subsequent inquiries that we 
had from London. But we would cover the market. We were bro- 
kers. We were not just agent for the United Tanker Corp. We are 
general brokers. 

Mr. Fianacan. In any event, did any other of the shipping com- 
panies refuse to take this Soviet charter ? 

Mr. Jarvis. It isn’t a question of refusing. It is a question of 
whether they offered or not. You see there were only three ships in 
the whole country that might have gone in. 

Mr. Fuanacan. Did any of these other companies indicate that they 
didn’t want that type of business ? 

Mr. Jarvis. One of them did; yes. 

Mr . Franacan. Which company was that? 

Mr. Jarvis. That was the Coastal Oil Co. 

Mr. Franacan. Where are they located ? 

Mr. Jarvis. Newark, N. J. 

Mr. Franacan. What did they indicate to you? What did the 
representatives say ? 

Mr. Jarvis. I am not certain whether this is on the first voyage 
or a subsequent voyage. 
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Mr. Fuanacan. Either the first or a subsequent voyage. 

Mr. Jarvis. They indicated that they wouldn’t assist the Com- 
munists. 

Mr. FianaGan. Pardon? 

Mr. Jarvis. They indicated they would not assist the Communists. 

Mr. Fuanacan. In any event you discussed these Soviet charters 
with representatives of United in the spring of 1949, and they finally 
indicated, did they not, that they would accept that type of employ- 
ment for their vessels ? 

Mr. Jarvis. In due course they made us an offer; yes. 

Mr. Fuanacan. Did any representative of United then request you 
to get in touch with the State Department concerning the legality of 
this matter ¢ 

Mr. Jarvis. Yes. I don’t know whether it was my suggestion or 
theirs, but I did call the State Department. 

Mr. Fuanacan. Do you recall approximately when you got in 
touch with the State Department and who you got in touch with 
there ¢ 

Mr. Jarvis. I would have to refresh my memory from the file as to 
the date, and I am not certain I can put my hands on it immediately. 

Mr. Fuanacan. Mr. Jarvis, I have a letter here dated June 20, 1949, 
which is addressed to United Tanker by yourself, by your company, 
in which you state that on June 16 you communicated with the State 
Department and was informed by Mr. Falck of the Shipping De- 
partment that the State Department had no objection to this vessel 
being chartered to the Russians for discharge in North China. 

Mr. Jarvis. That is right. 

Mr. FuanacGan. At the time you contacted Mr. Falck did you ask 
for a statement -” writing to that effect / 

Mr. Jarvis. No, I did not. 

Mr. Fuanacan. This was merely a telephone conversation you had 
with Mr. Falck? 

Mr. Jarvis. It was. I had quite a lot of business dealings with the 
shipping department of the State Department, and I knew that any- 
thing I received over the telephone was just as good as if it had been 
in writing. I have had that confirmed since. 

Senator Nixon. Tell me, so that I can get the record clear, you just 

called him and he immediately gave you ‘the answer, or did he check 
first to see what the policy w as? 

Mr. Jarvis. He immediately gave me the, answer. 

Senator Nixon. He said there was no pohey which prohibited it, 
that right? 

Mr. Jarvis. That is right. He said there was no objection. 

Senator Nixon. No objec tion to taking that type of business. 

Mr. Jarvis. Yes. 

Senator Nixon. Did he indicate to you that he was able to make a 
decision on the spot like that, having previously had it up? 

Mr. Jarvis. Very much so, very emphatic: ally. 

Senator Ntxon. What I am getting at is this: Did you gather sige 
his conversation that he had already studied the matter and made 
ruling previously ? 

Mr. Jarvis. I assumed that some rulings had been made perhaps on 
dry cargo. 
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Senator Nrxon. In any event the moment you asked, he said there M 
is no objection to that business. men 

Mr. Jarvis. Quite so. 

Senator Munpr. Just so I can be sure, Mr. Jarvis, the name of the 
firm is Sieling & Jarvis? 

Mr. Jarvis. Yes. 

Senator Munpr. Is Walter H. Sieling, who belongs to your firm, the 
$2 stockholder in United ? 

Mr. Jarvis. He does not belong to my firm now. 

Senator Munpr. Was he at that time a member of your firm? 

Mr. Jarvis. He was at that time. 

Senator Munpr. Is that the same Walter Sieling who invested $2 in 

Te ¢ 

Mr. Jarvis. Yes. 

Senator Munpr. Did you participate with him in that invest 
ment ¢ 

Mr. Jarvis. I did. 

Senator Munpr. Did you float a loan for him to secure it? Was it 
$1? 

Mr. Jarvis. I don’t believe I gave the dollar. 

Senator Munpr. He was able to finance that tremendous invest- 
ment himself. Really, it was your firm, Sieling & Jarvis 

Mr. Jarvis. It was. 

Senator Munpr. That invested the $2? 

Mr. Jarvis. At that time he was vice president and had one-half of 
the shares of the corporation. 

Mr. Franacan. In order to refresh your memory so that we can 
vo into this matter further, I refer to a letter dated August 18, 1949, 
which was directed to the State Department, attention Mr. F: 7 K, 
by Sieling & Jarvis. I will show you a copy of this letter and : 
that it be made an exhibit and filed in the case. I won't “aan 
the letter but merely the substance. It starts out “3 saying that on 
June 15 you had a conversation with Mr. Falck in which you were 
assured that there would be no objection to your shannenta United 
States-flag tanker to load a cargo of petroleum products in Constanza 
for discharge in north China. You go on to say that the Maritime 
Commission is questioning the authority of Mr. Falck to give you 
that assurance, also your sagacity in not obtaining the assurance in 
writing. 

You go on to state that gince obtaining the assurance you have mad 
other charters with various bureaus of the Soviet Union, and you 
wind up by saying that you are on notice that to do so—I will have 
to read this whole thing to make sense out of it: 


Since obtaining the above assurance 
that you could go ahead and make the charter— 


we have made other charters with various bureaus of the U. S. S. R. and 
naturally, will continue to do business with them until, as intelligent citizens 
of the United States of America, we are on notice that to do so will harm our 
Nation in any way, or, until we are notified by you or other competent authority 
to desist. 


In other words, in this letter you were telling the State Department 
that you were going to continue to do this business unless you w: 
told to stop doing it, is that correct ? 

Mr. Jarvis. That is quite right. 
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Mr. FuanaGan. Were you ever eventually told by the State Depart- 
ment to stop doing this business ? 

Mr. Jarvis. I personally was not. 

Mr. Fuanacan. Any representative of United or your firm ? 

Mr. Jarvis. I understood that we had been asked to stop, but I 
didn’t have conversations with the State Department at that time. 

Mr. Ftanacan. When were you told to stop? 

Mr. Jarvis. I can’t be sure of the date, but I imagine it was about 
April 1950, the end of April 1950. 

Mr. FianacGan. As a matter of fact, did it come to your attention 
in April 1950 that the ECA was objecting to using United ships for 
both ECA and Communist shipments ? 

Mr. Jarvis. I was never told that they objected to it except that I 
was told that no longer would the ships of the group be allowed to 
be eligible for EC CA funds to Formosa. 

Mr. Fianacan. In other words, you had to make up your mind to 
do one or the other? 

Mr. Jarvis. No; it wasn’t put to me that way. It was a fait accorm- 
pli, I was told. ‘The ships had gone to Communist China, therefore 
they would not give ECA approval on any of these ships to Formosa. 

Mr. Franacan. Did you recontact the State Department in con- 
nection with - at all? 

Mr. Jarvis. I did not. 

Mr. Fuanacan. Did you contact ECA in connection with these 
shipments ¢ 

Mr. Jarvis. I did not. 

Senator Munpr. Mr. Jarvis, what do you consider to be the signifi- 
cance of that next sentence? 

We are from time to time being questioned by other Government bureaus, as 
well as Naval Intelligence, in regard to the vessels involved in this trade. 
Isn’t that a pretty clear indication that the defense establishments 
of the country disapproved your shipments to Communist China ¢ 

Mr. Jarvis. I can’t name all the Government bureaus that may 
have objected to it, but it certainly was not Naval Intelligence, because 
I was told on several occasions that they were getting more valuable 
information from us from the ships having gone out there than they 
had been able to receive elsewhere. 

Senator Munpr. Did you get an answer to your letter of August 8 
from the State Department ? 

Mr. Jarvis. No, I had understood that they would not write anv 
letters, that it was not the custom of the State Department to write 
letters to citizens. I wrote this letter because I was on notice that they 
wouldn’t. 

Senator Munpr. The State Department does not write letters to 
citizens? 

Mr. Jarvis. I had felt that way or I had understood that they would 
not answer. 

Senator Munpr. Or that they just did not want to refuse to write 
the fact that they knew the shipments went to Communist China. 

Mr. Jarvis. I don’t know the mentality of the State Department? 

Senator Munpr. Is it your testimony that it is your understanding 
that the State Department will not write a letter to a private citizen ? 

Mr. Jarvis. I have been under the impression that their dealings 
were more with foreign governments than with citizens. 
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Senator Munpr. You never got an answer, then, to your letter of 
August 18? 

Mr. Jarvis. No. 

Senator Munptr. Why did you write that letter 60 days after yo 
had your assurance on the telephone? 

Mr. Janvis. I wrote that letter because I wanted to confirm the con- 
versation with Mr. Falck. 

Senator Munpr. Why did you wait 60 days before you wanted | 
confirm it? 

Mr. Jarvis. I can’t recall why I waited 60 days. 

Senator Munpr. When you confirm a telephone call you do it while 

is fresh in ee mind and not wait 60 days. 

Mr. Jarvis. I don’t recall why I waited 60 days. 

Senator Munpr. Asa matter of fact, wasn’t it because the Maritime 
Commission had been questioning the desirability of this kind ot 
trade? 

Mr. Jarvis. That is possible. 

Senator Munpr. It is just possible? 

Mr. Jarvis. Probable, I would say. 

Senator Munpr. But you are not sure? 

Mr. Jarvis. Iam not entirely sure; no. It was 3 years ago. 

Senator Munpr. When you wrote: 

United States Maritime Commission, Bureau of Law, are questioning tl: 
authority of Mr. Falck to give us such assurance—— 

Mr. Jarvis. = at was hearsay. They didn’t call me in the matter, 
I don’t think. I don’t recall ever hearing from the Bureau of Law 
on this subject. 

Senator Munpr. Who did you hear from? 

Mr. Jarvis. It may have been Mr. Sieling. It probably was Mr. 
Sieling or Mr. Lenfest or Mr. Wasson. 

Senator Munopr. He is a partner of yours. He would tell you 
whether he heard it. He was a partner of yours at that time. 

Mr. Jarvis. I imagine that somebody in the Maritime Commission 
had made a remark. Asa matter of fact, I did have a conversation 
with Mr. Helmbold, H-e-l-m-b-o-l-d. He was in charge of operations 
in the Maritime Administration. 

Senator Munpr. What did he say in that conversation ? 

Mr. Jarvis. It isso long ago I can hardly recall the words he used or 
even the trend. The trend was that his conversation was not critical, 
I would say, but he wanted to be kept advised as to what we were doing. 

Senator Munpr. Did he raise a question about the—— 

Mr. Jarvis. He mentioned it but he didn’t criticize it. 

Senator Munpr. He kind of gave you a pat on the back? 

Mr. Jarvis. No, I don’t think he did that. 

Senator Munpr. It was not a kick in the pants, either. 

Mr. Jarvis. No; it wasn’t. 

Senator Munpr. He just raised the question. 

Mr. Fruanagan. Mr. Jarvis, at the time that you were actuall) 
operating these charters with the Soviet did any official or representa 
tive of either United Tanker or the China Foundation express an) 
concern over engaging in this type of traffic ? 

Mr. Jarvis. I don’t recall that they did. 

Mr. Fianacan. Did any of them approve it other than Mr. Schieling 
and Mr. Wasson $ 
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Mr. Jarvis. I certainly talked it over with Mr. Lenfest and perhaps 
Tode, although I think Tode may have been out of town at that time. 

Mr. Fuanacan. What did Lenfest’s attitude seem to be / 

Mr. Jarvis. Well, it was good business. 

Mr. Fuanacan. As long as it was good business, he wanted to 
engage in it? 

Mr. Jarvis. I believe so. 

Mr. Fianacan. As a matter of fact, these charters to the Soviet 
were at premium rates, were they not? 

Mr. Jarvis. Well, the rates were rather dubious at that time. The 
market was very low. There was very little business around, especi- 
ally in dollars. There were probably 60 or 70 or maybe more tankers 
laid up in this country. 

Mr. FianaGan. But were the rates at a premium over the going rate ? 

Mr. Jarvis. They were; yes. 

Mr. FLANAGAN. In view of the fact that there were a number of 
tankers laid up at that time and apparently many available for such 
traffic, why do you think the Soviet was willing to pay premium rates / 

Mr. Jarvis. If atanker is laid up, they won't come out for one voyage, 
and all these charters were for single voyages. It wouldn't pay to take 
a ship out of the lay-up and put her on dry dock and repair her and go 
to all the expense of putting her back into service for one voyage. 

Mr. Firanacan. That may be true, but I still don’t understand why 
the Soviets were willing to pay premium rates to get a tanker. 

Senator Nixon. Can you answer this# Why could they not make 
the arrangement for, say, a year, for more than one voyage? You 
mean the Soviet agency wasn’t willing to do that / 

Mr. Jarvis. They weren’t,oh,no. They were all single voyages. 

Senator Hory. The letter from Mr. Jarvis to the State Department, 
dated August 18, 1949, will be exhibit No. 40. 

(The letter referred to was marked “Exhibit No. 40,” and will be 
found in the appendix on page 716.) 

Mr. Fianacan. In addition to acting as agent and broker for 
United Tanker, were you also acting in a similar capacity for China 
Trading? 

Mr. Jarvis. I was at one time; yes. 

Mr. Franacan. We have placed in the record, as exhibit No. 30—A, 
a list of dry-cargo vessels that carried on traffic with Communist 
China in the first 6 months that we were in the Korea war. Did you 
handle those charters ¢ 

Mr. Jarvis. Not the charters; no. 

Mr. Fuanacan. Did you act as broker ? 

Mr. Jarvis. No; we were not brokers. 

Mr. FuanaGan. In what capacity did you act ? 

Mr. Jarvis. We were merely operating agents. 

Mr. FLranacan. You were operating agents for China Trading? 

Mr. Jarvis. For China Trading. 

Mr. Fuanacan. Were these cargoes the cargoes of China Trading 
or were they merely sending vessels out 

Mr. Jarvis. I frankly don’t know who owned the cargoes. 

Mr. Fuanacan. You don’t know who owned the cargoes? 

Mr. Jarvis. In some instances I may have had it in the record, 
but in general I didn’t know. 
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Mr. Fianacan. There also has been placed in the record, as exhibit 
No. 31, messages that were sent out by you to the various agents and 
masters of these vessels on the 18th of December 1950 indicating that 
“Effective immediately Lambert Bros. of London will operate the 
time charter.” Why did you transfer those charters or those arrange 
ments from your own firm to a London firm at that time? 

Mr. Jarvis. As I recall, on December 10 the Maritime Com 
mission or the Government—I forget the bureau—prohibited United 
States-flag vessels from going into China, and the situation was get- 
ting worse in the world, and I felt and all of my associates felt that 
an American should not handle that business any more. 

Mr. Franacan. Did China Trading ask you to transfer that busi- 
ness over to London ¢ 

Mr. Jarvis. I don’t know whether it was their idea or my idea. 

Mr. FianaGan. Your purpose was to continue your trade outside 
the United States? 

Mr. Jarvis. Not my trade. 

Mr. Fianacan. Their trade, I will say. 

Mr. Jarvis. I don’t know what their purpose was at all because 
when I transferred the ships I was clear of them. 

Mr. Franacan. What was the purpose in making the transfer. 
Don’t you know why you made the transfer ? 

Mr. Jarvis. Because in this country it was not popular, perhaps 
not proper, to do that business. 

Mr. Franacan. You thought they could do it out of Britain? 

Mr. Jarvis. In Britain I thought it was perfectly proper. 

Senator Nixon. How could it be proper there if it were not here? 
I assume you are referring 

Mr. Jarvis. I don’t want to go into politics. 

Senator Nixon. What I mean is this: I assume that the reason it 
became improper here was because the Korean war had begun. Is that 
right ? 

Mr. Jarvis. Yes. 

Senator Nrxon. The British were in the Korean war also. 

Mr. Jarvis. I am not defending the British one way or the other. 

Senator Nixon. I am not defending them or attacking them, either, 
but I can’t see on what you would base the assumption that the 
British would engage in this trade with the Communists and that 
we wouldn't. 

Mr. Jarvis. I felt that Lambert Bros., in London would welcome 
the business. We didn’t want the business. 

Senator Nixon. That the British wouldn’t be concerned about this 
type of business, and we would; is that right ? 

Mr. Jarvis. Pardon? 

Senator Nixon. And we would 

Mr. Jarvis. We were; yes. I was concerned. 

Senator Munpr. Is Lambert Bros. the same London brokers that 
sent you the Soviet trade in the first place? 

Mr. Jarvis. No; they were not the same company. 

Senator Munpr. You mentioned some London company. 

Mr. Jarvis. It was a different company. I had never had any busi- 
ness dealings with Lambert Bros. up until that time, and the onl) 
dealings I had with them were to transfer the ships. We had never 
had any correspondence prior to that because we were tanker people 
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and they were dry-cargo people. I called half a dozen friends in the 
business and asked them who they thought could best handle the 
business in London, and three out of four, 1 think it was, said Lambert 
Bros. So, I cabled to Lambert Bros., who didn’t even know us. I 
had to telephone them and tell them who we were. 

Mr. FLanaGan. I assume, in view of the action that you took trans- 
ferring these charters from the United States to Great Britain, that 
your Chinese clients must have indicated to you—did they not— 
that they wanted to continue in this trade? 

Mr. Jarvis. I am not certain what was in their minds. 

Mr. Fuanacan. At least they didn’t say they wanted to stop the 
trade; did they ? 

Mr. Jarvis. I don’t know that they did. 

Senator Nixon. Let us get at it this way: You could have handled 
any trade with any country except iron-curtain countries: could you 
not ¢ 

Mr. Jarvis. With United States-flag vessels? 

Senator Nixon. Yes. 

Mr. Jarvis. That is right. It was perfectly legal for us to continue 
to do the work, but I didn’t think it was proper. 

Senator Nixon. You did not think it was proper. You thought it 
was only improper to handle trade with Communist countries. In 
other words, that was the only impropriety that was involved. In 
other words, you didn’t see that it would be improper for you to 
handle any trade for China Trading which did not involve trade 
between Communist countries; did you? There was no impropriety in 
that ¢ 

Mr. Jarvis. No; that is right. 

Senator Nixon. But it would be improper to handle any trade that 
they might want to do between Communist countries / 

Mr. Jarvis. The word “improper” could be looked at in several 
ways. 

Senator Nixon. I understand that. You used the word yourself. 
Let’s use it the way you intend to use it: That was the impropriety 
you were referring to; was it not? 

Mr. Jarvis. It is just a question of the atmosphere in which we 
were working at that time. 

Senator Nrxon. That was the reason, however. There couldn’t be 
any other reason, then, for you to transfer this to Britain? 

Mr. Jarvis. I was perfectly satisfied. In fact, I didn’t want to 
handle the business. 

Senator Nrxon. That is right. There could not be any other reason 
to transfer the account to Britain than that your client wanted to con- 
tinue to do this type of business in which you felt questions of im- 
propriety might arise. 

Mr. Jarvis. You couldn’t cut off like that where you have hun- 
dreds and almost millions of dollars’ worth of freight due and you 
had contracts with owners. You could not stop the business just like 
that. It was impossible to cut it right off. 

Senator Nixon. For whatever reason, then, because China Trad- 
ing wanted to continue to handle the business between Communist 


countries, you transferred the account to the British concern. Is that 
not the case ¢ 
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Mr. Jarvis. They wanted to handle it to the conclusion of all the 


contracts, as I understand. 

Senator Nrxon. And that is the reason. That is why you trans 
ferred it tothe British concern. 

Mr. Jarvis. True. 

Senator Munpr. I am interested in that analysis of shipping regu 
lations because I am a landlubber from the middle of the country. 
You say you couldn’t stop these contracts in this shipping deal just 
like that, that you had to taper off. 

Mr. Jarvis. lf you stopped just like that, you would be open t: 
long suits, suits for heav y damages. 

Senator Mcnpr. Even if war breaks out ? 

Mr. Jarvis. That isa little different, of course. 

Senator Munpr. War broke out in Korea; did it not ? 

Mr. Jarvis. I am not an expert on whether it is a war or a polic 
action. 

Senator Munpr. In fact, if we got in a war with Russia, Sieling 
& Jarvis are going to keep on shipping stuff to Russia because yo 

cannot break it off like that, even though war breaks out with Russia / 
Your answer concerns me. 

Mr. Jarvis. I have no opinion on that. 

Senator Munpr. Would you continue to ship stuff to Russia whethe: 
we were at war with her or not ? 

Mr. Jarvis. I would not, of course. 

Senator Munpr. You would break it off just like that; would you 
not ¢ 

Mr. Jarvis. Oh, yes. 

Senator Munpr. Then you could break it off just like that when 
there was a war in Korea, if you wanted to; could you not? 

Mr. Jarvis. Yes. It would cost a lot of money, though. 

Senator Munpr. It would cost a lot of money to break it off with 
Russia, but that is war. 

Mr. Jarvis. When you go into the technicalities of war or polic: 
action, I am not an expert on these things. 

Senator ee We are in a police action; is that it ? 

Mr. Jarvis. I didn’t say so, Senator. 

Senator Munpr. Did you get any forwarding fee or any commissio: 
or any fee at all from Lambert Bros, from for warding this business’ 

Mr. Jarvis. Not one penny. 

Senator Munpr. From China Trading? 

Mr. Jarvis. Not one penny since Dec ember 18, 1950. I sent them a 
bill for fees, but they haven’t paid it. 

Senator Munpr. You did your best, but you did not collect ? 

Mr. Jarvis. We had to continue a certain amount of the bookkeep 
ing and accounting work. We did probably $20,000 worth of work 
after we broke off, and we haven't been paid a nickel for it. 

Senator Munpr. Has your firm ever been a broker for the Isbrandt- 
sen Co. line? 

Mr. Jarvis. We never have, and I don’t think we ever shall, b 
cause Mr. Isbrandtsen and I don’t see eye to eye. 

Senator Munpr. I do not think he sees out of either eye. He is 
still in this shipping business. 

Senator Hory. Thank you, Mr. Jarvis. 

Do you have further questions ? 
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Senator Nrxon. I have one other question. I want to get this ex- 
planation of the term “clean” tankers. I do not want to get the tech- 
nical explanation, but do I understand by that that there was or was 
not plenty of other tanker business available ¢ 

Mr. Jarvis. There was very little tanker business available at that 
time, as I recall. 

Senator Nixon. Yet, there were only three “clean” tankers in the 
country which could have taken the business. 

Mr. Jarvis. Ninety or ninety-five percent of the tanker business 

s “dirty” business, as we call it—that is, carrying crude oil and heavy 
fue ‘—and only about 5 percent of the ships are “clean” ships to carry 
vasoline and kerosene. Most of the “clean” ships are owned by the 
oil companies, because it is very bad to carry gasoline and kerosene 
in ships. If you trade in “clean” trade for 8 or 9 years with a brand- 
new ship, your ship is ruined, all corroded, so the major companies 
do most of the carriage of their clean products in their own ships. 

Senator Nixon. What United had available were “clean” tankers ? 

Mr. Jarvis. One of them was clean. 

Senator Nixon. As far as that business was concerned, those were 
ata premium. The y were hard to get. There was plenty of business 
available for “clean” tankers; is that correct ¢ 

Mr. Jarvis. I believe so; yes. 

Senator Nrxon. There was? 

Mr. Jarvis. Yes. 

Senator Nixon. So, they did not have to take this business; is that 
right? 

Mr. Jarvis. There was plenty of business available, but it may 
have been in sterling. I think we had a problem at that time in get- 
ting dollar charters. The rates were so very, very low, they were 
away below costs. 

Senator Nixon. The other point is the question raised by the Mari- 
time Commission in this 60-day period between the time you had your 
telephone conversation with Mr. Falck and the time you wrote to him 
on August 18. As far as that conversation was concerned—the com- 
plaint which you say you know only by hearsay was from the Mari- 
time Commission—was that the only question that was raised in that 
60-day period which impelled you to write the letter of August 18? 
isthat the reason you wrote ? 

Mr. Jarvis. I may have heard rumors that other bureaus were com- 
plaining. I don’t know that any complained to me. I want to em- 
phasize that we were in touch with Central Intelligence all the time. 
Everything that happened I telephoned to Central Intelligence, and 
they had all the information. The captain of the Aettleman Hills was 
a Naval Reserve officer, and we arranged for him to be instructed. 
When the ship made the second voyage he was instructed by the naval 
attaché in Rotterdam, I think it was. When he came back after going 
in behind the iron curtain he gave a long report. I arranged with 
Central Intelligence to interview all of the crewmen, 42 people, in our 
office, 

Senator Nrxon. In any event, in that 60-day period a question was 
raised as to the policy and the propriety, but apparently not the le- 
vality, of doing the shipping. There was no question of the legality 
of the shipments. 

Mr. Jarvis. No. 
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Senator Nixon. That question was raised and discussed with the 
people of United ¢ 

Mr. Jarvis. I don’t know that I said, “Now, look here, this is bad 
business.” I didn’t say that at all. In fact, I was satisfied that it was 
good business fot the ship, paying business. 

Senator Nrxon. As far as your client was concerned, then, was that 
their only interest, whether it was good business ? 

Mr. Jarvis. I think so; yes. 

Senator Nrxon. In other words, for them this was just a good 
business deal ? 

Mr. Jarvis. It was a good business deal. 

Senator Nixon. That is why they took the business and that is why 
you advised them to take it ¢ 

Mr. Jarvis. Exactly. 

Senator Nrxon. All right. 

Senator Munpr. I gather, then, from your testimony, that naval 
Intelligence rather approved of this shipment because it enabled them 
to interview people who had gone behind the iron curtain and it gave 
them an opportunity to talk to them. 

Mr. Jarvis. I gathered that ; yes. 

Senator Munpr. That isa shocking disclosure of the complete break- 
down of the unified defense system, because, at the time naval Intelli- 
gence was encouraging you to do business with the Russians, Louis 
Johnson, who was Secretary of Defense, was writing General Fleming 
protesting about the same operation. He said [reading]: 

The Department of Defense is concerned that two United States-flag ships, the 
S.S. Kettleman Hills and the 8. 8. St. Christopher, have been chartered to trans- 

ort gasoline and other petroleum products from Constanza, Rumania, to Dairen, 


} 
China. 


Mr. Jarvis. I knew nothing of that letter until it was read here 
in the record. 

Senator Munpr. But it certainly is a shocking disclosure of the 
complete breakdown of our defense system. It is Pearl Harbor all 
over again. You have naval Intelligence saying “Go to it, old boy,” 
and Louis Johnson saying “This is terrible. They are trying to 
destroy the defense effort.” 

I don't hold you responsible for that, but it certainly shows the 
degree of chaotic confusion found at the Defense Establishment and 
the Pentagon Building, which is rather typical but very disturbing. 
One says “Fine,” and the other says “Stop, stop.” 

Mr. Jarvis. I think you can have the same confusion in the Stand- 
ard Oil Co. of New Jersey, which is a big corporation. 

Senator Munpr. You might, but probably would not. If you did, 
somebody would lose his job. 

Senator Hogy. You may stand aside. 

Senator Munpr. Wait a minute. 

Senator Horry. I thought you had finished. 

Senator Munpr. That is enough on that. 

Have you ever or has your firm ever received a letter from the De- 
partment of State? 

Mr. Jarvis. The only document that I can recall receiving from 
the Department of State was a copy of a cable that was sent to the 
consul in Shanghai in connection with, I think it was, the Kettleman 
Hills. 
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senator Munpr. It is your testimony that in your experience as a 
ysinessman and your firm’s experience you have never received a 


iter from any official or any employee of the Department of State 


dressed to Mr. Jarvis or to Jarvis & Sieling ? 

Mr. Jarvis. We may have received letters - from them in connection 
th some other subject, but not on this subject. 

Senator Munpr. Any subject in the world, because you testified 
at it is your opinion that they never write letters to private citizens. 
want to know whether you are going to stand on the testimony that 
ou never received a letter from the Department of State or that 
wr firm has never received a letter from the Department of State 
pny Official thereof on State Department stationery. 

Mr. Jarvis. I don’t recall any letter that we ever received, but it 
possible that over the years, maybe 10 years ago, they may have 
ritten a letter in connection with a seaman. 

senator Munpt. To the best of your recollection—we cannot expect 

:to be completely sure—neither you nor your firm has ever received 
etter from the State Deps urtment ? 

Mr. Jarvis. I think that is true. 

Senator Munpt. I see all those files you have there. 

Mr. Jarvis. To the best of my recollection. 

senator Munpr. That is all, Mr. Chairman. 

senator Horry. Mr. Jarvis, we thank you for your attendance. You 
\\ be excused, 

lhe committee will now recess until Monday morning at 10 o'clock. 

Whereupon, at 12:15 p. m., the hearing was recessed until 10 
nl. Monday, March 10, 1952.) 
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Senator Nixon. That question was raised and discussed with the 
people of United ? 

Mr. Jarvis. I don’t know that I said, “Now, look here, this is bad 
business.” I didn’t say that at all. In fact, I was satisfied that it was 
good business fot the ship, paying business. 

Senator Nixon. As far as your client was concerned, then, was that 
their only interest, whether it was good business ? 

Mr. Jarvis. I think so; yes. 

Senator Nixon. In other words, for them this was just a good 
business deal ? 

Mr. Jarvis. It was a good business deal. 

Senator Nixon. ‘That is why they took the business and that is why 
you advised them to take it ¢ 

Mr. Jarvis. Exactly. 

Senator Nixon. All right. 

Senator Munpr. I gather, then, from your testimony, that naval 
Intelligence rather approved of this shipment because it enabled them 
to interview people who had gone behind the iron curtain and it gave 
them an opportunity to talk to them. 

Mr. Jarvis. I gathered that ; yes. 

Senator Munpr. That isa shocking disclosure of the complete break- 
down of the unified defense system, bec ause, at the time naval Intelli- 
gence was encouraging you to do business with the Russians, Louis 
Johnson, who was Secretar y of Defense, was writing General Fleming 
protesting about the same operation. He said [reading]: 

The Department of Defense is concerned that two United States-flag ships, the 
S.S. Kettleman Hills and the 8. 8. St. Christopher, have been chartered to trans- 
port gasoline and other petroleum products from Constanza, Rumania, to Dairen, 
China. 

Mr. Jarvis. I knew nothing of that letter until it was read here 
in the record. 

Senator Munpr. But it certainly is a shocking disclosure of the 
complete breakdown of our defense system. It is Pearl Harbor all 
over again. You have naval Intelligence saying “Go to it, old boy,” 
and Louis Johnson saying “This is terrible. They are trying’ to 
destroy the defense effort.” 

I don’t hold you responsible for that, but it certainly shows the 
degree of chaotic confusion found at the Defense Establishment and 
the P entagon Building, which is rather typical but very disturbing. 
One says “Fi ine,” and the other says “Stop, stop.” 

Mr. Jarvis. I think you can have the same confusion in the Stand- 
ard Oil Co. of New Jersey, which is a big corporation. 

Senator Munpr. You might, but probably would not. If you did, 
somebody would lose his job. 

Senator Hory. You may stand aside. 

Senator Munpr. Wait a minute. 

Senator Horry. I thought you had finished. 

Senator Munor. That is enough on that. 

Have you ever or has your firm ever received a letter from the De- 
partment of State? 

Mr. Jarvis. The only document that I can recall receiving from 
the Department of State was a copy of a cable that was sent to the 
consul in Shanghai in connection with, I think it was, the Kettleman 
Hills. 
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Senator Munprt. It is your testimony that in your experience as a 
businessman and your firm’s experience you have never received a 
letter from any official or any employee of the Department of State 
addressed to Mr. Jarvis or to Jarvis & Sieling? 

Mr. Jarvis. We may have received letters from them in connection 
with some other subject, but not on this subject. 

Senator Munpr. Any subject in the world, because you testified 
that it is your opinion that they never write letters to private citizens. 
| want to know whether you are going to stand on the testimony that 
you never received a letter from the Department of State or that 
your firm has never received a letter from the Department of State 
or any Official thereof on State Department stationery. 

Mr. Jarvis. I don’t recall any letter that we ever received, but it 
is possible that over the years, maybe 10 years ago, they may have 
written a letter in connection with a seaman. 

Senator Munpr. To the best of your recollection—we cannot expect 
you to be completely sure—neither you nor your firm has ever received 
a letter from the State Department? 

Mr. Jarvis. I think that is true. 

Senator Munpr. I see all those files you have there. 

Mr. Jarvis. To the best of my recollection. 

Senator Munpr. That is all, Mr. Chairman. 

Senator Hory. Mr. Jarvis, we thank you for your attendance. You 
may be excused. 

The committee will now recess until Monday morning at 10 o'clock. 

(Whereupon, at 12:15 p. m., the hearing was recessed until 10 
a.m. Monday, March 10, 1952.) 
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MONDAY, MARCH 10, 1952 


Untrep States SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
No. 251, Eighty-second Congress, second session, agreed to January 24, 
1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee) presiding. 

Present: Senator Clyde R. Hoey, North Carolina; Senator Joseph 
R. McCarthy, Wisconsin; Senator Karl E. Mundt, South Dakota; 
Senator Richard M. Nixon, California. 

Also present: Francis D, Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Jerome 8S. Alderman, assistant coun- 
sel; William A. Leece, assistant counsel; Louis Sornson, consulting 
accountant; Ruth Young, chief clerk. 

Senator Hory. The committee will come to order, please. 

Mr. Arthur G. Syran and Mr. Joseph S. Oppe will please come up to 
the stand. 

Will you each stand up and hold up your right hand ? 

Do you solemnly swear that the testimony you give in this hearing 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Syran. I do. 

Mr. Orpr. I do. 

Senator Hogy. Mr. Syran, would you please give your full name 
and address to the reporter / 


TESTIMONY OF ARTHUR G. SYRAN, DIRECTOR OF TRANSPORTA- 
TION, MUTUAL SECURITY AGENCY, WASHINGTON, D. C., AND 
JOSEPH S. OPPE, ASSISTANT CHIEF, OFFICE OF TANKER SERV- 
ICES, NATIONAL SHIPPING AUTHORITY, WASHINGTON, D. C. 


Mr. Syran. Arthur G. Syran, Director of Transportation, Mutual 
Security Agency, Washington, D. C. 

Senator Horry. And will you do the same, Mr. Oppe? 
_ Mr. Oppg. Joseph S. Oppe. I am Assistant Chief of the Office of 
lanker Services, in the National Shipping Authority. 

Senator Hory. Mr. Flanagan, you may proceed with the exami- 
nation. 


Mr. Franagan. Mr. Syran, how long have you been in your present 
position ? 


413 
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Mr. Syran. I was Director of Transportation for ECA since late 
June 1948; and since January 1, 1952, I have been the Director of 
Transportation of Mutual Security Agency, which is the successor 
agency. 

Mr. Franacan. Mr. Oppe, you are now with the Maritime Ad- 
ministration ¢ 

Mr. Opre. Yes; I am with National Shipping Authority, a branch 
of Maritime. : 

Mr. FianaGan. How long have you been with the Administration, 
at this time? 

Mr. Orrr. At this time, I have been there 9 months. 

Mr. Fuanacan. Prior to that, you were with the ECA ¢ 

Mr. Oprrr. No; prior to that I was with the National Federation 
of American Shipping for 1 year as Director of the Tanker Division, 
and prior to that I was with the Transportation Division of the 
Economic Cooperation Administration for 2 years, as Chief of the 
Tanker Branch. That would be from June 1948 to June 1950. 

Mr. Franacan. And at that time you worked with Mr. Syran ? 

Mr. Opre. Yes; I was under Colonel Syran. 

Mr. Fuanacan. What did you do prior to the time you were with 
ECA? 

Mr. Orprr. Prior to the time I was with ECA, I was for a year and 
a half with the chartering division of Sieling & Jarvis, brokers, 
New York. 

Mr. FuanaGan. Mr. Syran, will you tell the committee when it 
first came to your attention that ships of the United Tanker group 
were allegedly chartered to carry oil to Chinese Communists ? 

Mr. Syran. About mid-June 1949. 

Mr. FiranacGan. And what did come to your attention at that time ? 

Mr. Syran. Well, we found out at that time that the Kettleman 
Hills had engaged or was about to engage in a voyage from Constanza, 
Rumania, to northern China with a cargo of finished products. 1] 
don’t remember whether it was kerosene, benzine, or what it was. 

Mr. Fuanacan. At that time, in the summer of 1949, were other 
ships of the United Tanker fleet carrying ECA oil ? 

Mr. Syran. Yes; I would say so. 

Mr. Fianacan. What was your reaction when you discovered that 
sister ships of the same fleet were chartered out to the Soviet Govern- 
ment to carry oil to Communist China? 

Mr. Syran. Well, we were very much concerned about it. Because 
from about December of 1948 up to the end of May 1949 the Com- 
munists had progressively gone down the mainland of China, and 
progressively ECA had to close out some of its missions. And we 
went right on down through Shanghai and finally to Canton. 

I believe that sometime in January or February we were extremely 
cautious in the shipments that we were dispatching to the mainland 
of China, to make sure that such commodities as actually arrived on the 
mainland were used by the Nationalists and there was not any excess 
that could fall into the hands of the Communists. And the last ship- 
ment that I recall that ECA financed to the mainland of China was 
about the 28th of May 1949; and that was to a place in south China 
called Amoy, A-m-o-y, which is about a hundred miles across the 
water from Formosa. And that was crude oil; and the purpose of 
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that crude was to be refined on Formosa, and it could be ferried across 
from the mainland to Formosa. 

Senator Hory. At these times, these shipments were being made 
from ECA to Nationalist China? 

Mr. Syran. That is right, sir. 

Senator Hory. And your concern was that you did not want it to 
fall into the hands of the Communists ? 

Mr. Syran. That is right, sir. 

Now, just as soon as we had concluded these last shipments—and 
we were extremely careful as to how they were arriving—we were 
really taken aback Fs we heard that the Kettleman Hills, owned by 
United Tankers, had been chartered or was about to be chartered for 
a voyage from Rumania, I think, to Dalny, which is Dalny in north 
China. 

Mr. Firanacan. What, if any, action did you take at that time to 
attempt to stop these shipments, these Communist shipments? 

Mr. Syran. Well, we tried to find out if we could find a legal ob- 
jection, so that those shipments coud be stopped. And we m: ade sev- 
eral inquiries. One was to the Coast Guard, to find out whether the 
crew situation aboard those vessels was such that something could be 
done. We had information that in the crew aboard there were no 
Americans, and we thought perhaps the movement of the vessel could 
be prohibited by reason of that. 

Well, we found that the most that could be done was to impose a very 
minor fine on the vessel if certain technical violations had taken place, 
upon its return to a U.S. port. 

Then we approached the Maritime Commission to determine what, 
if anything, could be done to stop the movement of those tankers, and 
we found out that there was no technical legal objection that they 
could interpose; because the charter was for less than 1 year, and 
although they had, I believe, General Order 59, which gave them the 
power to stop it if it was a charter in excess of a year, if it was less 
than a year it couldn’t be done. 

I think we also notified the CIA if we could find something along 
the line that we could exercise some stopping power. And then we 
finally approached the Department of State, in the hope that perhaps, 
at that point, something might be done to prohibit the movement into 
China. 

Mr. Franacan. I find here a memorandum dated July 29, 1949, 
addressed to Mr. Wood, Assistant Administrator for Operations, of 
your department, addressed to him by yourself. In this memoran- 
dum, which we will place in the record, you state that— 

Several people in the State Department have been advised of the situation. * * * 

We will place this in the record. 

Senator Horry. It will be exhibit No. 41. 

(The letter referred to was marked “Exhibit No. 41,” and will be 
found in the appendix on p. 717.) 

Mr. Franacan. Do you recall advising the State Department of 
this situation in July of 1949? 

Mr. Syran. Yes. Our dealings with the Department have always 
been only with one section, th: it is, the Shipping Section, which is 
headed, I believe, by Mr. Jesse Saugstad. I don’t remember whether 
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it was I who approached him or whether Mr. Oppe approached him 
at my direction, to find out what could be done or to ascertain if there 
was any directive or policy to prevent the Kettleman Hills fron 
continuing. 

Mr. Fianacan. Now, at that time, did you express concern to the 
State Department over the fact that these shipments were being male 
to Communist China ? 

Mr. Syran. Yes; that was the object of making the inquiry. 

Mr. Fuanacan. And what was the result of your advice to the 
State Department? In other words, what did they tell you? 

Mr. Syran. Well, the information we got was at the very end of 
July 1949, and we were told that there wasn’t any definite policy that 
could be invoked to prohibit vessels such as the Aettleman Hills frow 
going into North China. 

Senator Nixon. Excuse me. When was that? 

Mr. Syran. That was July 28 or 29 of 1949. 

Senator Nixon. When you got your answer from the State Depuart- 
ment ? 

Mr. Syran. Yes, sir. : 

Mr. FianaGan. Now, up to this time, July of 1949, had you con- 

tacted any of the representatives of the National Tankers on the 
situation? 

Mr. Syran. No, sir. 

Mr. Fuanacan. You merely took it up with the State Department! 

Mr. Syran. That is right. That was the last of a series of inquiries 
that we had made. 

Mr. Fuanacan. Now, as the record here shows, United Tanker con- 
tinued to operate the Kettleman Hills and, in addition, the Saint 
Christopher was chartered to the Soviet Government in 1949 and con- 
tinued to operate until the spring of 1950? 

Mr. Syran. That is right. 

Mr. Fianacan. During that period, were you and ECA cognizant 
of the fact that these two vessels were carrying Communist oil ? 

Mr. Syran. Oh, yes. We were cognizant of it, because we watched 
those two vessels very carefully; not only those two, but we were on 
the look-out for any other tankers that might be going in that 
direction. 

For example, we knew, if my recollection serves me right, that 
October 1949 there wasn’t any action, because both of them were 
the repair yards, undergoing repairs. 

Senator Nrxon. At that time, did United have any vessels, duri! 
this same period, which were carrying ECA cargoes ? 

Mr. Syran. Yes, sir. 

Senator Nrxon. During this whole period ? 

Mr. Syran. Yes, sir. 

Senator Nrxon. In other words, during this whole period United 
was receiving ECA funds to carry ECA cargoes, at the time they were 
receiving funds from the Soviet oil agency for carrying the oi! 
cargoes ? 

Mr. Syran. That is right: except that those tankers which were 
moving ECA cargoes were in the Atlantic, or rather going to Euro- 
pean countries, and not in the direction of China. 

Senator Nixon. Did it not seem to you somewhat inconsistent that 
that should be going on? 
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Mr. Syran. That is what we were pretty much concerned about. 

Senator Nixon. If it seemed that way to you, I was wondering why 
it was that never during that period did you mention that incon- 
sistency to the people who operated United. 

Mr. Syran. Because I had no legal authority, Senator. They were 
an American flag concern. They “had the full umbrella of the pro- 
tection of an American shipping concern, with American flag tankers. 

Senator Nixon. Let me say this. I assume from your testimony 
that you have indicated no official protest was made to United. May 
T ask you: Did you, to your knowledge, or did anyone connected w ith 
ECA, discuss informally with any officials of United what appeared 
to be a very gross inconsistency ¢ 

Mr. Syran. In 1949, Senator? No, sir. 

Senator Nrxon. When was it first discussed informally / 

Mr. Syran. Well, Mr. Wasson came down to see me in May. 

Senator Nrxon. In May of 1950? 

Mr. Syran. But that was as a result of action that we had taken 
in March of 1950. 

Senator Nrxon. In March? 

Mr. Syran. Yes, sir. 

Senator Nixon. Go ahead. 

Mr. Fuanacan. What action did you take in March of 1950 that led 
to Mr. Wasson coming to see you ¢ 

Mr. Syran. Well, there is a little more to it, Mr. Flanagan. I men- 
tioned to you the inconsistencies that Senator Nixon mentioned, to 
which we were alert the minute they took place, in June or July 1949. 

In September 1949, I recall seeing Senator Knowland’s statement 
that appeared in the press. In October 1949, we knew that both the 
Kettleman Hills and the Saint Christopher were in a repair yard. In 
November, sometime in November, I heard thatthe Defense Establish- 
ment had taken the matter up and were taking some action with respect 
to it. 

Now, during the winter months, tanker business is at its best. Dur- 
ing the winter of ’49—’50 there was not as heavy a tanker demand year 
as the same period of 2 years before that, and there was a good deal of 
bidding going on during that period. 

Now, sometime in the fall of 1949, again bringing the matter up 
that Senator Nixon brought up, about the legality of these tankers, we 
communicated unoffici ally with some of the participating countries 
and said to them very informally that this outfit operating the United 
Tankers was not, in our opinion, coperating with the general policy of 
the United States Government, and we asked if they would please be 
good enough, when making transcations, to prefer other tankers, of 
other American owners, or of countries that were friendly to us within 
the ECA orbit. 

We, in ECA, do not make any direct transactions. We finance 
transactions, And the way these charters would come to us would be 
after or immediately before a charter was made that they would dis- 
patch; “they” referring either to the foreign mission or to the broker 
making the transaction—they would refer the charter to us for 
approval. The primary reason for the approval is to ascertain whether 
the rates, terms, and conditions are in fact competitive and in accord- 
ance with the going rate of the world market, so that we would not 
pay any excess amount of money. 
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When, therefore, we would find any of those charters coming along, 
we would politely suggest to the participating country, as I indic ‘ated 
a moment ago, that it would be more desirable if they would prefer 
some other line. Which one, we didn’t care. That was entirely wp to 
them, so long as they shied away from these tankers that were doing 
business with the Communists. 

We weren’t too effective during that period, because the market was 
fairly good. But we were trying to do what we could to prevent it 
But there wasn’t anything specific as to chapter and verse of any 
statute that would permit us to go to United Tankers and cause them 
to desist. We sought to do it ina different way 

Senator Nixon. Excuse me. I am trying to get something str aight, 

You said you were seeking to do it ina . different way. But as far 
as any action being taken was concerned, you did not try doing that 
until, as I understand it, March of 1950? 

Mr. Syran. Well, we had been trying to do that all along, but the 
specific action which we took was when they offered the Meacham for 
a cargo to Formosa early in March of 19: 50. They may have offered 
it late in February. 

Senator Nrxon. But what I mean is that you took no action which, 
in your opinion, could possibly have come to the notice of the people 
in United Tanker? 

Mr. Syran. No; I did not take any action that could have come to 
their notice before that time. Although I think—but that is conjec- 
ture, and I would be guessing. 

Senator Nrxon. Let me ask you this. Do you have reason to believe 
that this discussion which was apparently going on quite heatedly 
within the Government on the inconsistency of such action—you mvt. 
tioned, for example, the fact that Senator Knowland’s speech on th 
floor of the Senate had come to your attention in September, the fac 
that in October you checked and found that the two vessels were in 
repair, that in November the fact that defense was objecting to it came 
to your attention, and it was also being discussed within ECA. 

Despite all this discussion that was taking place, inside the Govern- 
ment, you had no reason to believe that anybody in United Tanker ever 
knew that a question as to the consistency of this policy had been 

raised ? 

Mr. Syran. No; I wouldn’t think they would actually know that, 
because what was being done was to try to find something to hang our 
hat on to stop it. And I felt, when we heard about defense, that 
perhaps defense had a more direct interest and perhaps their protest 
might bear fruit. 

Senator Nrxon. But you felt that it was wrong and that it should 
be stopped ? 

Mr. Syran. Yes, sir. 

Senator Nixon. There was no question in your mind about that ’ 

Mr. Syran. No, none whatever. 

Mr. Franacan. Why didn’t you make efforts to get in touch with 
the United Tanker people and see if you couldn’t persuade them to 
give up their Soviet charter? 

Mr. Syran. Because I had no legal right to interpose. ECA was 
not the Government agency in charge of overseeing world shipping 
conditions. We were only concerned with ECA shipments. And s0 
far as we were concerned, all ECA shipments to the mainland of China 
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had ceased. We had no interest in these tankers whatever, nor in the 
shipments being made. They were not under our jurisdiction. We 
had nothing to go on, and we couldn’t set ourselves up as general over- 
seer of the world movement of vessels. 

Mr. FianaGan. Now, in any event, in March of 1950, the Meacham 
came up to carry ECA cargo to Formosa; is that correct / 

Mr. Syran. That is right, sir. 

Mr. Franacan. And what action did you take in the case of the 
Meacham? 

Mr. Syran. Well, apropos of the questions that Senator Nixon has 
asked, during the whole period we were running up a series of blind 
alleys. And when the Meacham. was offered to take cargo over to 
Formosa, it was spring. We knew that the market of tankers usually 
begins to decline about that time. And our indirect method of with- 
holding aproval of charters was about to bring results, about to bear 
fruit. 

So we took the position that this vessel was objectionable to us and 
we wouldn’t approve it. And we didn’t. 

Mr. Fuanacan. And as a result of your failure to approve the 
Meacham, did Mr, Wasson come down to see you / 

Mr. Syran. Well, there were a series of conversations between Mr. 
Oppe, my assistant at that time, and myself, and I was well aware of 
what was going on. 

We made an effort to notify the industry of our violent dislike of 
this trade. 

Senator Nixon. Excuse me. You said “violent dislike”? 

Mr. Syran. Yes, sir. And we notified one of the news services, 
Platt’s Oilgram News, and we told them what our position was, again 
unofficially. 

And if you will refer to the paper thereof Friday, April 21, 1950, it 

photostat of the Oilgram News, where we had the statement: 

Oilgram hears that Economic Cooperation Administration may cut off six 
commonly owned American-flag tankers, 

Do you want me to read it? 

Senator Hory. Yes. Do so. 

Mr. Syran (reading) : 

Oilgram hears that Kconomic Cooperation Administration may cut off six com- 
monly owned American-flag tankers from Marshall plan business because one of 


the ships has been fixed to haul an oil cargo from Constanza, Rumania, to Dairen, 
Manchuria. 


Both ports are under control of Communist satellites. 


Mr. Firanacan. In other words, you leaked this story out to the 
Platt’s Oilgram News Service in order to put some pressure on United 
Tankers so that they might stop it ? 

Mr. Syran. No; we were stopping United Tankers. We put that 
in for the purpose of preventing anybody else from going in the direc- 
tion of picking up that business once the United Tankers had been cut 
off from it. We did not, want anybody else to go after it, because 
they would have pretty good information that if they did they would 
lose out on other business. 

Senator Nixon. Incidentally, at that point, do you have any know!- 
edge that anybody else did take this type of business? American-flag 
tankers, that is? 
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Mr. Syran. So far as I know; and, Senator, we screened these things 
from day to day, and I did not know and do not now know that any 
other American-flag tanker ever took that business. . 

Senator Nixon. Was it available to other American-flag tankers? 

Mr. Syran. Oh, yes; they could have competed for it and gotten 

As a matter of right, they could have competed for it and gotten 

Senator Nixon. What reason would there be that they would noi 
compete for a piece of business like that? You were dealing with 
these people and would be in a position to know. I am just curious. 

Mr. Syran. I feel the reason they didn’t compete for the business 
was their general feeling that it was an incongrous situation. 

Senator Nrxon. In other words, they felt the same way you did, 
that. it was wrong. 

Mr. Syran. I believe so, yes, sir. 

Mr. Fianacan. Now, Mr. Syran, I have here a memo of May 3, 
1950, which we will place in the record, which sort of sets forth a sum- 
mary of the whole situation as far as you were concerned. 

Senator Hory. That will be exhibit 42. 

(The memo referred to was marked “Exhibit No. 42,” and will be 
found in the appendix on p. 717.) 

Mr. FuanaGan. It is amemorandum you made for the record. And 
I notice in the second paragraph you state this: 

Another strange situation developed in that the vessels by reason of their 
being in a cross trade usually employ only one American on the crew. He is 
generally the master, the remainder of the crew is entirely foreign. Although 
strictly speaking this is not a very drastic violation of any rule established by 
the United States Coast Guard Bureau of Marine Inspection and Navigation, but 
it is subject to a fine when, as, and if the vessels return to a United States port 

Now, had information come to your attention that United Tanker 
was using foreign crews in her operations in the Far East ? 

Mr. Syran. Oh, yes. My understanding was this. The Meacham, 
for instance, left the United States on May 18, 1948, and never re- 
turned to the United States until December 1, 1951. 

I am not testifying of my own knowledge, but from records. 

And the Kettleman Hills had sailed from the United States on May 
4, 1948, and never came home until March 1951. 

Mr. Fianacan. Did they acquire foreign crews in that interim 
period ? 

Mr. Syran. My information was this, that as it engaged in the cross 
trades, Americans on board those vessels had been repatriated to the 
United States, and that foreign crews had been taken on. Now, what 
they were, I didn’t know. Where they had been picked up, I didn’t 
know. But I did know that they were not Americans. And perhaps 
the only one aboard was maybe the master, maybe the chief engineer. 

Mr. Fianacan. Why were you disturbed over these ships having 
foreign crews? 

Mr. Syran. Well, I was disturbed about the foreign crew two dif- 
ferent times for two different reasons. In June 1949 and July 1949, 
T was endeavoring to use that as a wedge to prevent the Kettleman Hi//s 
from going on into Dalny. In the fall of 1949 and thereafter, I was 
very much concerned because of another story dealing with a small 
vessel] called an N-3, known as the Kimball R. Smith. 

And that was a very real concern. I feared, and I say this without 
hesitation, that a tanker going out in the Pacific in the spring of 1950 
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with almost an entire foreign crew—that the oil might have never 
reached Formosa. 

Mr. Franacan. What happened in the case of the Kimball BR. 
Smith? Wasn’t that the ship where the crew mutinied and they 
turned her over to the Communists? 

Mr. Syran. That is correct. It was an N-3 which the United States 
Government loaned to the Korean Government among, I believe, six 
or seven others, in 1948 or 1949. 

This was to aid the Koreans to develop their coastwise business. 
Their rail transportation was inadequate to meet their needs, and a 
coastal merchant marine appeared to be necessary for their general 
economic Welfare. They were inexperienced in operating those ves- 
sels. So an American master, who was a supercargo, and an American 
chief engineer, also supercargo, went aboard those vessels as instruc- 
tors. The Kimball R. Smith sailed sometime early in September, from 
Pusan, scheduled to arrive in Inchon. En route, the crew mutinied, 
and it went up to North Korea, taking with them the two Americans, 
and the two Americans were in prison for some 2 months before they 
were finally released. I believe they were released sometime late in 
December by the Communists. 

That was something that was in our mind. We were very much 
concerned about that. And apropos of Senator Nixon’s questions 
before, as to our feeling in June, we were very much concerned with 
this situation in September, October, and November of 1949. 

So when the Meacham came up, and conditions were strained, I had 
in my own mind doubts as to the large foreign crew operating this 
tanker going out into that area, destined for Formosa, 100 miles from 
the mainland. With the history back of these tankers, I would very 
much have preferred to have eliminated that and not gone into that 
area. And that is the reason we cut off the Meacham from going out 
in that direction. 

Senator Horry. I just wanted to comment on your statement in which 
you say: 

It did not seem just to us that we should be paying an American-flag tanker 
dollars for the carriage of ECA cargoes while at the same time the same vessel 
or a sister vessel would be trading for the distinct advantage of Communist 
China. 

I merely wanted to express approval of that. I think it was a very 
good statement, made at that time. 

Mr. Franacan. Will you turn back to your memorandum of May 


Senator Nrxon. Could I ask a question first ? 

I notice in the first paragraph of the memorandum of May 3, that 
you refer to the “mystifying facts” in this transaction, and then you 
say that— 


there is good reason to believe that United Tanker Corp. is directly or indirectly 
controlled by a Chinese group sympathetic with Soviet motives. 

Was that statement made because of what the group was doing, or 
did you have any other information on that score / 

Mr. Syran. I had no information at all except from the facts as 
to what was actually going on in these movements. And I couldn’t 
think of anything else than that as the reason for them going. I had 
no other outside information. 
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Senator Nrxon. In other words, it would seem to you incompre- 
hensible, would it not, that Chinese sympathetic with the Chinese 
Nationalist Government would engage in such trade? 

Mr. Syran. That is right, sir. 

Senator Nixon. And therefore the opposite side of that conclusion 
would be that they must have been sympathetic with the Gommunist 
side? I mean, that is why you drew the conclusion, I understand. 

Mr. Syran. That is correct, sir. 

Mr. Firanacan. Now, on the second page of this memo of May 3, 
the first full paragraph, you state there that there are three agencies 
which supervised this problem. You are speaking of the problem of 
shipping oil into Communist China. 

You mention them as the State Department, the United States 
Coast Guard Bureau of Marine Inspection and Navigation, and the 
United States Maritime Commission, and you end up with these two 
sentences : ; 


We had wondered for a considerable period as to why any one or the other 
of the three above-mentioned agencies did not take aggressive steps to rectify 
an apparent aid to Communist China. It seemed to us a shame that we should 
be fighting a cold war on one front and at that same time supporting an Ameri 
ean line who was in fact aiding another arm of the same philosophy. 

Now, does that, in effect, express your attitude and the attitude 
of ECA concerning these oil shipments that were carried on by 
Dnited Tanker? 

Mr. Syran. Yes, it does. And I might say here that at one time 
or another during this whole period, my superiors, who were Mr. Paul 
Hoffman, and Mr. Foster, now Deputy Secretary of Defense, C. Tyler 
Wood, one of the Assistant Administrators now, and Mr. Richard Bis- 
sell, Acting Administrator—at one time or another during this entire 
period, all four of them knew what I was doing, completely approved 
my action, and encouraged be to pursue it further; so that that state- 
ment reflects the opinion that I had, that my superiors had, and it was 
the Administration’s position. 

Mr. Fuanacan. In other words, it wasn’t only your opinion. It 
was the opinion of Mr. Hoffman and of the other people who were 
running the ECA program at that time? 

Mr. Syran. Yes, sir. 

Mr. Franacan. Do you have any other questions of Mr. Syran at 
this time ? 

Senator Nixon. Have you finished with him? 

Mr. Franacan. Yes. I wanted to ask Mr. Oppe a few questions, 
but I thought we would finish up with Mr. Syran at this time. 

Senator Nrxon. Yes, I had just a couple of questions in reference to 
your statement. You mentioned the fact in your memorandum of 
July 29, 1949, that you contacted the Commission, gave them the 
information— 
for which they were most grateful, and told us they would take the matter 
under advisement and let us know what could be done from their angle. 

That is your letter to Mr. Wood. 

Mr. Syran. Yes, sir. 

Senator Nixon. Do you remember who you spoke to at the Com- 
mission ? 
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Mr. Syran. I don’t remember whether I spoke to Mr. Helmbold 
or whether Mr. Oppe spoke to Mr. Helmbold. We both know him. 

Senator Nixon. But he was the one? ' 

Mr. Syran. He was the one. He was at that time very sympathetic, 
and he said that he would try to find out what could be done with 
respect to it. And then we got information back that under their 
rules and regulations they had no means to prevent the action, since 
these charters were being made on a trip-by-trip basis. 

Senator Nixon. And he had not discussed it with the United people ! 

Mr. Syran. I don’t know, sir. 

Mr. Fuanacan. Mr. Syran, did you ever find out why the other 
agencies of the Federal Government other than ECA didn t take 
some firm position on this matter in view of the concern of the ECA 4 

Mr. Syran. No, sir; I don’t know. We passed the information out 
as we saw it, and I don’t know. 

Mr. Fianacan. Do you recollect when it was that the State De- 
partment actually prohibited American-flag vessels from carrying oil 
into China ? 

Mr. Syran. I don’t know. I think that that came out sometime 
after the Isbrandtsen matter, where they were fired on in North China. 
I don’t remember. It may have been December of 1950. I don’t 
recall. 

Mr. Fuanacan. As a matter of fact, it was in the fall of 1950, was 
it not, before any decisive action was taken by our Government to 
prevent this type of trade? 

Mr. Syran. Well, I don’t know, Mr. Flanagan, except that in June 
the war broke out in Korea, and I think it was quite clear to everyone 
that the North Koreans were Communists in a little different shade 
uniform that’s all. 

Mr. Fuanacan. Now, previously in this record we referred to a 
memorandum dated July 13, 1950, which was addressed by you to Mr. 
Harry Miller. 

I will now place that in the record. 

Mr. Syran. What is the date of that, Mr. Flanagan ? 

Mr. FLranacan, July 13, 1950. 

Senator Hory. That will be exhibit No. 43. 

(The memorandum referred to, dated July 13, 1950, was marked 
“Exhibit 43” and will be found in the appendix on p. 718.) 

Mr. Fuanacan. And in that memorandum, in the fifth paragraph, 
you said: 

Today Mr. Newbold Morris, an attorney of New York, and former chairman of 
the board of aldermen of the city of New York, came in— 
to see you on this matter. 

Do you have an independent recollection of Mr. Morris visit to you 
at that time ¢ i 

Mr. Syran. Yes, sir I have. But I think that my memorandum of 
July 13 does explain exactly what our conversation was. 

[ would like to interrupt here and say that during the spring of 1950, 
we continued to discuss the matter with the Shipping Division of the 
Department of State, Mr. Saugstad. They were in sympathy with 
what we were doing and interposed no objection. And I believe Mr. 
Saugstad himself, apropos of our series of conversations, approached 
United Tankers and told them or requested them to desist. I just 
wanted to make that clear. 
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Now, going back to Mr. Newbold Morris’ meeting, this July 13 me: 
orandum gives my best recollection of what transpired at that time. 

Mr. Fuanacan. In brief, Mr. Morris came in to see you in an effort to 
get ECA cargoes for the Meacham, did he not ? 

Mr. Syran. Yes. He wanted to get business for the Meacham, by 
his prime purpose was to explain to me what Mr. Wasson, at our meet- 
ing of May 2, had been not successful in explaining to me to my satis 
faction, the fact that the United Tankers was not an organizatic 
directly or indirectly controlled by a group sympathetic to Soviet 
motives. 

Senator Nixon. You mean Mr. Wasson did not convince you? 

Mr. Syran. No. Mr. Wasson talked to me about it, but I wasi't 
convinced at the conclusion of that conversation. 

Mr. Morris then came down, and we had this conference, which wa, 
on the 13th of July 1950. That, of course, is after the outbreak of the 
Korean affair. And then, and for the first time, as I recall it, did I re- 
ceived information concerning the China International Foundation 
and what it was. 

Mr. Morris left, and I told him that we would be quite pleased to 
let them have business if we were certain that these vessels did jot 
engage in business with the Communists. 

Remember, too, that at that time—this was the summer of 19)() 
tanker business was declining, as it usually does in the summer, and 
looked pretty weak. And our denial of using tankers belonging | 
United Tankers would have really been a severe hardship on the: 
We would have really hurt them at that time. 

Mr. Fianacan. Well, did Mr. Morris assure you that they woul 
stop dealing with the Communists? 

Mr. Syran. I don’t know that he went into that. Apparently they 
had stopped as a result of my conversation with Mr. Wasson in 
May. 

Mr. Fianacan. Well, did he assure you that they wouldn’t take it 
up again ? 

Senator Munpr. He stopped because war had broken out in Korea, 
did he not ? 

Mr. Syran. Yes. It didn’t amount to anything at that time. The 
war was on for 2 weeks. It was a little different, however, the con- 
versation with Mr. Wasson in May, because then apparently no con- 
flagration was in the offing. 

Senator Nixon. At that time they were just getting the products 
they needed to fight the war? 

Mr. Syran. That is right. But at that time also, our denial of the 
Meacham, the declining market, the stringency of cargoes, made it 
very important to them to be in the good graces of ECA, to get 
business, because they would have really felt the pinch of no money. 

Senator Nixon. Well, they quit this ‘business because of economic 
pressure that was brought to bear; is that not correct ? 

Mr. Syran. I think so. First, economic pressure, because we had 
cut out the Meacham in March. Second, if they didn’t understand 
the cut-off of money, which I think they should have, they certainly 
knew our position from the statement in the Oilgram. And, three, 
Mr. Saugstad had gone and told them in very clear language in May 
what the position was. And I think that they got the hint. 
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Senator Nixon. In other words, it seems to be quite obvious that 
they took the position because they could have made some money out 
of it, and they quit it because they thought they might lose some. 

Mr. Syran. I don’t know why it was, Senator. They quit it be- 
cause it was going to be an expensive thing to continue. 

Senator Mcnot. Expensive because they would not get any more 
ECA help? 

Mr. Syran,. That is right, sir. 

Senator Munpr. Rather than be blacklisted by ECA, they decided 
to stop? 

Mr. Syran. We don’t use the term “blacklist,” Senator. We just 
use the term that we would decline to cooperate with them. 

Senator Munpr. But it is about the same thing. 

Mr. Syran. We didn’t cooperate with them, because we didn’t 
think that their position in doing business with the Communists was 
the right thing. Here we were, as a national policy, trying to build 
up fences to stem the tide of the Communists, and here was oil being 
brought in to burn down the fence. 

Sehator Munpr. How m: my other corporations besides United 
Tanker Corp. did you have to blacklist in that way ‘ 

Mr. Syran. Well, Senator Nixon asked that question. 

So far as we knew, no other American line engaged in that busi- 
ness. 

Senator Munpr. This was the only offender to the extent that you 
had to call him in and discuss it, so that you have a memorandum on 
it? 

Mr. Syran. Yes, sir. 

Senator Nixon. In other words, you did not blacklist these people. 
You just passed the word through ECA not to give them any more 
business. 

Mr. Syran. Precisely. 

Mr. Fuanacan. Mr. Oppe, your records indicate that you worked 
with Mr. Syran all through this period. 

Mr. Orre. That is true. 

Mr. Franacan. Did you consult with anybody in the Department 
of State concerning the activities of United Tanker prior to the spring 
of 1950? 

Mr. Orrr. Prior to the spring of 1950? I believe I had one brief 
conversation with Mr. Saugstad. Actually, back in 1949, when the 
first vessel went to C ommaniet China, I, as was my custom had a tele- 
phone conservation with Mr. Jarvis, since that was — the best 
avenue of approach to United Tankers, and at that time I did com- 
ment to him that is seemed highly illogical to me that from my knowl- 
edge of United Tankers, a supposed Chinese Communist organization 
was going to charter them. And at that time, as was pointed out, 
these were United States-flag vessels, and there was little, if anything, 
we could do about it. 

Mr. Fianacan. This was the summer of 1949, that you talked to 
Mr. Jarvis? 

Mr. Oprr. It was in the fall. 

Mr. FuanaGan. And at that time, Mr. Jarvis was broker for these 
ships and was a representative of United Tanker, was he not? 
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Mr. Orrr. Well, I wouldn’t say he was a representative. He was 
my liaison with them, let us say. 

Mr. Fuanacan. And he had day-to-day liaison with United 
Tanker? 

Mr. Oprr. I believe he did. 

Mr. Fuanacan. And when you talked to Jarvis about this, what 
was his attitude? 

Mr. Orrr. As I recall, and this was sometime back, he merely gave 
me the indication that it was good business, and United Tankers 
needed good business. They had been losing money. 

And when it was offered to them, they readily accepted. And as 
far as policies and principles were concerned, that was entirely up 
to United Tankers and wasn’t his business. 

Mr. Fuanacan. As long as it was good business, he was satisfied. 

Mr. Orrr. And it was about that time that I had one brief coun- 
versation with the State Department to see what, if anything, | 
could do about it, and at that time I learned that policy matters in 
the State Department were such that they just couldn’t state one 
way or another how they would look at it. 

Mr. FuanaGan. You say sometime in the fall of 1949 you conferred 
with Mr. Saugstad from the State Department ? 

Mr. Orrr. Yes. As I recall, it was one brief contact, and I got the 
impression that there was little if anything they could do about it 
at that time. Policy matters were in such a state of flux then that 
they couldn’t state one way or the other. 

Mr. Fianacan. Justa minute. Did Mr. Saugstad tell you that they 
just didn’t have a policy about such a matter? 

Mr. Opps. No; he said it was difficult to define a policy at that time 
whereby he could give Mr. Jarvis an answer to his original inquiry. 
That is why I was going on to say that in a subsequent conversation 
with Mr. Jarvis he told me he was writing a letter to the State Depart 
ment to confirm his understanding that they offered no objections. 
And I talked to them, and they just did not have a policy. 

He said, “They have never offered an objection, and I take that as 
acquiescence.” 

Senator Nixon. It is your testimony that the State Department 
did approve this trade? 

Mr. Orrr. No; they never did. They objected to it at one stage, but 
they never did approve. 

Senator Nixon. They objected when ? 

Mr. Orrr. That was much later. 

Senator Nrxon. But there is nothing in the record to indicate that 
they approved it ? 

Mr. Oprr. No. That is right. That is why Mr. Jarvis said he was 
writing the letter for the record, so that he would have them on notice 
that he had talked to them and would have that for the record. 

Senator Nixon. Getting back to Mr. Jarvis, did I understand you 
to say that Mr. Jarvis said that he made the policy as to whether 
this company accepted this trade, or that United Tanker made the 
policy ¢ 

Mr. Opre. United Tanker made the policy. 
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Senator Nixon. Mr. Jarvis said that he was just simply represent- 
ing his client ? 

Mr. Orrr, That is right. He had brought the business to them, and 
they had accepted it, and it was entirely up to them. 

Senator Nixon. And they made the ae *y decision ? 

Mr. Orre. That is right. 

Senator Nixon. And he was simply following their wishes? 

Mr. Orrr. That is right. 

Senator Nixon. The responsibility, then, for taking this business 
lies with United Tanker, according to Mr. Jarvis? 

Mr. Oprer. That is right. 

Mr. Fianacan. I have just one other matter I want to cover with 
Mr. Oppe. 

Mr. Oppe, you have indicated here that you at one time worked 
for Sieling & Jarvis. When was it that you worked for them? 

Mr. Orrr. I worked with Sieling & Jarvis from January of 1947 
to June 1948, a year and a half. 

Mr. Fianacan. Mr. Sieling, at that time, was one of the partners 
of Sieling & Jarvis, was he not ? 

Mr. Over. Yes, sir. 

Mr. FuanaGan. Do you recall that in 1947 or early 1948, Mr. Sieling 
became one of the stockholders of United Tanker Corp. by acquiring 
10 shares of their class B stock for $2? 

Mr. Orrr. Yes: I recall several incidents revolving around Mr. 
Sieling’s joining United Tankers. I recall firstly the day that he came 
into the office and stated that he had been offered, I believe, the vice 
presidency of United Tankers. Mr. Jarvis and I were sitting there, 
and Mr. Jarvis asked, “Who are they?” and was told that it was a 
Chinese organization and they wanted to set up a corporation, and 
Mr. Sieling said, “I have been offered the vice presidency. 

Mr. Jarvis said, “How does it happen it was offered to you ? 

And he said, “A friend of mine, Mr. Lenfest, brought me into it 
and introduced me.” Mr. Jarvis said he didn’t recall a Mr. Lenfest 
and Mr. Sieling tried to recall to him who he was. 

Thereafter, as I recall, Mr. Jarvis and Mr. Sieling decided it would 
probably be a good idea if Mr. Sieling became a member of this 
organization, because it would probably be good business. They could 
represent them as agents in the procurement and operation of their 
ships. 

The other incident you refer to is that the day Mr. Sieling received 
his stock, he brought it into the office, put it on the t: ible, and said, 
“Look what I have got,” and laughed and passed it around for 
everybody to see. He made quite a joke about it. I should 
say that during my whole association with Sieling & Jarvis, and ever 
since then, I have always looked on United Tankers as a completely 

dummy organization. 

Mr. Fianagan. Is that the stock for which Sieling paid $2? 

Mr. Orprr. I believe it is; yes. 

Mr. Franacan. Did he indicate, that day when he came in and 
laughed about this stock, that he had paid only $2 for the stock?’ 

Mr. Oprr. Yes; he did remark that he got it for $2. 

Mr. Fuanacan. If I recall Mr. Jarvis’ testimony, he indicated that 
he considered himself as owning part of that stock. 


95335—_52——_28 
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Mr. Orrer. I should say that was poor memory and perhaps a joking 
reference to it, because at that time he never questioned where Mr. 
Sieling got the $2 

Senator Munpr. You mean it was a joke around the office as to 
how he could get stock for $$ 

Mr. Orrr. Yes; in my Scie with Sieling & Jarvis and in the 
association with United Tankers, I always dealt with the Chines 
and never with Mr. Sieling, and I never met Mr. Lenfest, and I wou! i 
say, any time there was anything to be dene in Washington, which had 
been my former association, when they wanted me to take up some 
matter, it was the Chinese I dealt with. 

Senator Munpr. In other words, as far as your experience was 
concerned, the Chinese were the controlling operators, and they were 
the people running the corporation ? 

Mr. Orrr. Exactly. 

Senator Munpr. You have that both from the standpoint of being 
at the Government side when they were contacting you, and from 
your experience, your previous experience, with Sieling & Jarvis, 
where, when the $2 share of stock came up, he laughed about it, be- 
cause it was generally conceded it was a dummy corporation ? 

Mr. Orrr. That is right. And with this background memory of 
the situation, and it alw ays having been ac knowledged that it was 
a dummy organization, I kept in contact with Mr. “Jarvis through 
the years since I have left there whenever anything came up relating 
to them as for instance on the matters of foreign crews on board or 
trading with Communist China. I always contacted him to see what 
they were doing. Because I, personally, was very antagonistic toward 
the situation. I thought it was to the discredit of the American mer- 
chant marine, to say the least, that Chinese as well as others were get- 
ting into American shipping, as they have done. And when I had the 
opportunity with ECA, I would object to these things. That is how 
I first objected to the situation of the Kettleman Hills and the Saint 
Christopher, when they started to have their second or third move- 
ments to China. 

I spoke to Mr. Jarvis, he passed it on to Mr. Wasson, and he asked 
if he could come to Washington and see me. I said I would be ce- 
lighted. We met. 

Senator Munpr. Did he come to see you in his capacity as secretary 
and treasurer of the Chinese Foundation operating the fund, or as 
lawyer for United Tanker? 

Mr. Orre. I should say he never stated officially or specifically what 
his capacity was, but I took it that he represented United Tankers 
when he came to see me. 

Senator Munpr. And the Chinese group controlling it ? 

Mr. Orrr. Yes. He wanted to dissuade me from the action I thought 
was in order, and that was to deny those vessels and their sister ships 
from trading for ECA henceforth, and that they were certainly beyond 
the pale now. 

He stated that he wanted to explain to me why they did these things. 
And, as I recall the conversation, in substance he just explained that 
since the State Department had offered no objection, he couddn’t see 
policywise where I could object. Legally, or technically, I probably 
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couldn’t object; and that it was good musiness; United Tankers had 
been losing money, and here was an opportunity to make some. 

Senator Munpr. The State Department had told him it was all 

right to do this? 

“Mr. Orre. Not all right. They had offered no objection. And, as 
a result of this, since he wasn’t able to convince me, he arr anged to see 
Colonel Syran. I arranged for him to see the colonel. And thereafter, 
he spoke to Mr. Wasson, as I see, again, from my diary. He wanted to 
pursue it further with the colonel, and I said I was leaving ECA at 
that time and he would have to henceforth take the matter up with 
the colonel. 

He said what should he do, and I said, “I suggest that you give him 
2 complete explanation of this China International Foundation,’ 
which had just been mentioned at that time. 

And, as I recall the conversation, I believe I might have suggested 
to him that it might be well if Mr. Morris would come down and ex- 
plain that to Colonel Syran 

Senator Nixon. Did I understand you to say Mr. Wasson indicated 
they wanted to continue this business in May? 

Mr. Orrr. Not to continue it. He wanted to justify the action they 
had taken so that we wouldn’t henceforth deny them the opportunity 
to engage in ECA business. 

I also took that opportunity to point out to Mr. Wasson that I 
thought it highly objectionable that he operate these ships with for- 
eign crews. It was very dangerous, I thought, what they were doing. 
Because they seemed to have done it on a systematized schedule. It 
was done deliberately, rather than through the course of events: they 
deliberately planned to get the Americe ans off the ships and put foreign 
crews aboard, because it would amount to a tremendous savings in 
operations. 

Mr. Fuanacan. In other words, they were willing to operate these 

ships with foreign crews to save money, or to make money. 

Mr. Orrr. That was my personal view as to why they did it. 

Senator Munpr. You mean they paid these foreign crews what, in 
substance, would be sweatshop wages as compared to what they would 
have to pay American union crew men / 

Mr. Orpe. That is correct. They would engage Chinese, Italians, 
Germans, who would work for the very lowest possible wages, un- 
doubtedly, and would save them hundreds of thousands of dollars a 
vear in operating expenses, 

Senator Munpr. I think that is an important point. Because Amer- 
ican operating unions have been complaining very bitterly against 
that chiseling, in using foreign crew men, because it puts our men out 
of work and | puts them in competition with what is actually a sweat: 

shop level. 

Mr. Orrr. There again, feeling something might be done, I con- 
tacted the Coast Guard, and they said unfortunately the regulations 
were such that only a token fine would eventually be levied against 
the vessel when she returned to the United States. 

I think the Meacham and the Saint Christopher have now come 
back, and the Coast Guard hasn’t even levied the token fine. 

Senator Nrxon. Let me ask Mr. Oppe this question. 
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Did I understand you to say that when you were with Sieling & 
Jarvis you considered the United Tanker Corp. a phony front “for 
the Chinese operation, in effect ? 

Mr. Opprr. I did. 

Senator Nixon. Was that the general opinion in the office there at 
Sieling & Jarvis! Did you all deal with the Chinese, in other words / 

Mr. Orrr. Yes. 

Senator Nixon. Throughout ? 

Mr. Oprr. The Chinese came into the office quite frequently. 

Senator Nixon. They made the policy, then ¢ 

Mr. Opre. They were the ones who said what would be done. 

Mr. Fuanacan. What Chinese? Do you recall? 

Mr. Opre. Well, these names are a little confusing at times. The 
principal gentleman I spoke with was Mr. Darfoon Du, and I believe 
there was a Mr. Chen. 

Mr. Firanacan. How about Mr. Wei? 

Mr. Orrr. I never met Mr. Wei. 

Mr. Franacan. Mr. Chen and Mr. Du were the people you dealt 
with ¢ 

Mr. Oprer. Yes. 

Senator Nixon. And, for example, there has been quite a bit of 
conversation about the three Americans who, at least for purposes 
of the record, controlled the voting stock of United, after making 
an investment of $6. 

Mr. Oprr. No; I never spoke with anyone of the three regarding 
any actions that United Tanker was taking. 

Senator Nrxon. Mr. Sieling, who was one of those three Americans, 
just considered his stockholding in United a joke; is that not right ! 

Mr. Orrr. He originally considered it a joke, and I think later he 
considered it a good piece of business. 

Senator Nixon. But ‘he never considered that he controlled the 
policy of the corporation, did he? 

Mr. Orvr. I wouldn’t know how he thought about it, but he gave 
me the impression—and that was the general impression, I think, that 
was held in the office—that it was what you would call a subterfuge. 

Senator Nixon. A subterfuge. In other words, Mr. Sieling and 
the other officers of the corporation, the American officers and ma 
jority stockholders, were just a front for the Chinese operation / 

Mr. Orrr. Yes; that seemed quite obvious from the start, when the 
question first came up, that since the Chinese couldn’t get tankers 
from the Maritime —— as applicants for vessels to go under 
the Chinese flag or as applicants to get them any other way, setting 
up a corporation that would acquire other ships was a good way to 
circumvent the circumstances and get hold of the ships. 

Senator Nrxon. That was the conversation around the office, what 
you have just stated ? 

Mr. Orrr. That is correct. 

Senator Nrxon. Mr. Sieling participating, as I understand, in that 
opinion. 

Senator Munpr. Mr. Chairman, I would like to say that as one mem 
ber of this committee, it is really wholesome and refreshing to have 
two witnesses from the Government who come up and speak here 
without any hedge words definitely stating that they did what they 
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could to protect the security interests of this country, to stop United 
Tanker from trading with the enemy. 

I want to congratulate them for taking a step which certainly was 
wise in the course of history. It certainty was in complete conformity 
with what Secretary of Defense Louis Johnson was trying to do by 
his letter to the United Tanker Corp. and his letter to General Flem- 
ing. It seems to me that they did about everything they could. I am 
speaking now about Mr. Oppe and Mr. Syran. And the fact that they 
did interject themselves to try to stop a very vicious practice, a practice 
described by the Secretary of Defense as detrimental to our security 
interests, I think is highly commendable. 

In my opinion, those people who for bloody profits were engaging 
in Red-market traffic were renderi ‘ing a much greater disservice to this 
country than those who engage in a black- market traffic at home in 
times of emergency. 

I want to congr atulate you on the good job you have done. 

Senator Horr. I want to thank Colonel Syran and Mr. Oppe. I 
think we certainly all approve of the fine record they have made in 
that respect. 

Mr. Syran. Thank you, sir. 

Mr. Orrr. Thank you. 

Senator Horny. Mr. Harold C. Lenfest. 

Mr. Lenfest, will you hold up your right hand ? 

Do you solemnly swear that the testimony you give in this hearing 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Lenrest. I do. 


Senator Hory. Mr. Lenfest, will you please give your name and 
address to the reporter ? 


TESTIMONY OF HAROLD C. LENFEST, NEW YORK, N. Y., PRESIDENT, 
UNITED TANKER CORP. 


Mr. Lenrest. H.C. Lenfest,67 Broad Street, New York. 

Senator Horny. State your business. 

Mr. Lenresr. I am president of the United Tankers and subsidi: ary 
companies, excepting the American Viking, of which I am chairman. 

Senator Hory. Mr. Flanagan, you may proceed with the exami- 
nation. 

Mr. Franacan. Mr. Lenfest, can you tell us approximately when 
you became president of United Tanker Corp. ? 

Mr. Lenrest. When it was started, about the 10th of December 1947. 

Mr. Franacan. And at that time, I recollect from the record that 
you gave $2 for 10 shares of class B stock ? 

Mr. Lenrest. I think it was 20; no; 10 shares; that is right. 

Mr. Franacan. At whose suggestion did you buy into United 
Tanker? 

Mr. Lenrest. Mr. Wasson’s. 

Mr. Franacan. Did he indicate to you at that time what your duties 
as president of -“ at corporation would be ? 

Mr. Lenrest. Normal responsibilities and duties of a president. 


There was no definition, It was just understood they were the normal 
duties. 
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Mr. Fuanacan. Did he ever indicate to you that the Chinese in- 
terests which owned part of that stock would have any part of the 
control of the corporation 

Mr. Lenresr. No, sir. 

Mr. Fianacan. He always indicated to you that you would have the 
full powers in control which any president of a corporation would 
have? 

Mr. Lenresr. Yes, sir. 

Mr. Fuanacan. Did you always exercise that type of control / 

Mr. Lenrest. To the best of my ability. 

Mr. FLaNnacan. Was it your experience that the Chinese interests 
at any time did exercise any substantial amount of control over that 
corporation ¢ 

Mr. Lenresr. They never exercised any control. 

Mr. Fianacan. Did they make suggestions as to how the corpora- 
tion should be operated ¢ 

Mr. Lenrest. As employees, yes. Except at first; Wei was the secre 
tary and treasurer; of course, he had the responsibilities and authori- 
ties of those positions. 

Mr. Fuanacan. As a matter of fact, he held on to the purse strings; 
didn’t he? 

Mr. Lenresr. Yes; well, he didn’t control them, because I had to 
sign every check, or if I were away, Mr. Tode or Mr. Sieling. All three 
directors had one signature; no check could go out without the signa 
ture of one of the directors. 

Mr. Fianacan. And Wei always had to countersign, did he not ? 

Mr. Lenrest. Yes; he did, at first, when the thing \ was just starting. 

Mr. Firanacan. When did you finally dispose of your stock in United 
Tanker Corp. ? 

Mr. Lenrest. About the middle of 1948. 

Mr. Fianacan. And how much were you paid for that stock, for 
which you paid $2? 

Mr. Lenrest. $10,000. 

Mr. Franacan. Who paid you $10,000 for that stock? 

Mr. Lenresr. The check was made out by China Trading, but it was 
thoroughly understood that it was to be donated to the foundation. 

Mr. FLANacan. Do you know why you made such a substantial 
profit on that stock ¢ 

Mr. Lenrest. Well, the stock—you remember, when we paid $2 for 
the stock, we had nothing, except the $2,000 that the China Trading 
had put up, which had gone into the corporation. But as time went 
on and we acquiréd interests and ships, that stock was worth consider- 
ably more money. I think $10,000 was a fair price. 

Mr. Franacan. As a matter of fact, the stock jumped from 20 
cents a share to $1,000 a share; did it not ? 

Mr. Lenrest. Yes. 

Mr. Fuanacan. Did the profits of the corporation, in your opinion, 
warrant the stock jumping so much in price ‘ 

Mr. Lenrest. Well, at that time, we had gotten some substantial 
charters from Chinese Petroleum through the CTIDC. 

Senator Munpr. What was that last? 

Mr. Lenrest. China Trading and Industrial Development corpora 
tion. 
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So that it looked as though we were embarked on a shipping enter- 
prise which would be quite profitable. 

Mr. Firanacan. But as a matter of fact, when you sold the stock 
the corporation was operating at a loss, was it not? 

Mr. Lenrest. Well, it is very difficult to say about the tanker busi- 
ness whether you are operating at a loss or not, because it takes quite 
a while to build up from the losses and the unanticipated expenses. 
You have to run for quite a while before you are sure you are making a 
profit; but with the market, as it was at that time, it looked like we 
were going to get into a profitable venture. 

Mr. Franacan. But is it not a fact that at the time you sold your 
stock the corporation was operating at a loss? 

Mr. Lenrest. I would have to get the balance sheets on it. Be- 
cause We were going through a complicated financing program. 

Mr. FuranaGan. Your tax returns for 1948, corporate-tax returns, 
indicate that the corporation made $108. 

Mr. Lenrest. Well, I would have to refresh my memory on that. 

Senator Nixon. Your dividends would not be much, on that, would 
they? 

Mr. Lenrestr. No, not at that time. 

Senator Munpr. Let me ask you a question, Mr. Lenfest. You 
have been president of several other corporations besides United 
Tanker? 

Mr. Lenresr. Yes, sir. 

Senator Munpr. Will you name some of the other concerns ? 

Mr. Lenresr. Continental Equipment Corp., Continental Engineer- 
ing Corp. 

Senator Munpr. Are you presently president of them? 

Mr. Lenrest. Both of-them. 

Senator Munpr. What is the capitalization of the first ? 

Mr. Lenrest. Oh, the Continental companies? I should say about 
$100,000. 

Senator Munpr. Each? 

Mr. Lenrest. No, total. 

Senator Munpr. You mentioned two companies. 

Mr. Lenrest. Yes. Well, one is a wholly owned subsidiary of the 
other. 

Senator Munpr. And those would run about $100,000 ? 

Mr. Lenrest. Yes. 

Senator Munpr. Do you own stock on those companies ? 

Mr. Lenrest. Yes, the majority stock. 

Senator Munpr. The majority stock in each ? 

Mr. Lenrest. Yes, sir. 

Senator Munpr. Have you been president of any other corporation? 

Mr. Lenrest. No. I don’t remember that I have. 

Senator Munpr. What I am trying to find out, just looking for 
some advice, is whether you have ever been able to purchase the con- 
trolling stock of any other $2 million corporation for $2, as you did 
this one. 

Mr. Lenrest. No. This was a peculiar set-up. 

Senator Munpr. United Tankers was the only time you were able 
to achieve what looks like to me a financial miracle. 

Senator Nrxon. You said it was a peculiar set-up. 


4 
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Mr. Lenresr. Yes, because it has a capitalization subscribed to by, 
I think, 20 percent foreign money. 

Then we had bank loans and mortgages from the United States 
Maritime Commission. And it takes quite a while for a thing to jell 
when you have so many complications, and especially in the tanker 
business. 

Senator Munopr. But as soon as they mixed up this jell, you came 
out president, with a $2 investment. 

Mr. Lenrest. Well, I was president from the start. 

Senator Munpr. You had $2 invested, and the Chinese had $2 
million, and I was just trying to figure out whether in your experience 
as a corporation president you had been able to negotiate other 
transactions of that kind. 

Mr. Lenrest. No, no; I don’t think you will find many people com- 
ing out ahead of the iron curtain with funds that they want to in 
vest in American companies, where they give the full control, out of 
their hands to Americans. That is a rather unusual situation, where 
you find people that have the confidence and trust to proceed in 
that way; because from the very start, there is no question but what the 
directors and the officers of that company controlled it. 

Mr. Fianacan. Mr. Lenfest, you indicated here that you sold that 
stock for which you paid 20 cents a share, for $1,000 a share, in 1948; 
and as we indicated, in that year there was a loss, according to your 
income-tax returns, which you signed, of $108; or, rather, a gain of 
$108; and in 1949, I believe you operated at a loss of $492,000. Do you 
recall that? 

Mr. Lenrest. Well, I wouldn't change the figures at all. I don't 
recollect, but I knew we were running into a difficult charter market. 
where in 1949 we took charters as low as 55 percent below the standard 
USMC rate. 

Mr. FLanaGan. Has the corporation, to your knowledge, ever oper- 
ated at a profit? 

Mr. LenFest. I think it is operating at a profit now. 

Mr. FuanaGan. This year? 

Mr. Lenrest. Yes. 

Mr. Franacan. At the time that your corporation arranged to make 
charters with the Soviet Government in 1949, were you consulted on 
that matter ? 

Mr. Lenrest. Yes, sir. 

Mr. Firanacan. Who consulted you on the matter? 

Mr. Lenrest. We have a weekly staff meeting, at which the directors 
are present, the officers are present, and some ‘of the Chinese employ- 
ees. We go over all things that are unusual at those meetings and 
clear them through the officers and if necessary through the directors. 
Does that answer your question, sir? 

Mr. Franacan. And did all of you make the decision to charter these 
ships to the Soviet at that time? 

Mr. Lenrest. Yes. I remember the meeting very well. The busi- 
ness was presented to us at that meeting for a final approval. 

Senator Munpr. Who presented it? 

Mr. Lenrest. I think it was Mr. Seiling, because he was more 
familiar with chartering; and we depended on him entirely for ad- 
vices as far as chartering goes. But we had a very thorough discus- 
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sion, which finally wound up with our feeling that we should take 
the business, because it had been cleared through the State Department. 

As far as United Tankers went at that time, we needed the money 
desperately. And so it was thoroughly discussed at that meeting, and 
we authorized Sieling to go back to Jarvis and tell him that we would 
take it. 

Mr. Fuanacan. At that time you were also carrying ECA cargoes; 
were you not? 

Mr. Lenrest. Yes, sir. 

Mr. Fuanacan. And did it ever occur to you or to any members of 
the board of directors, to your knowledge, that your position might 
be somewhat inconsistent ? 

Mr. Lenrest. Well, not at that time. You see, that was in early 
1949, where none of us were thinking of China the way we are thinking 
of China today. 

Mr. Fuanacan. Those charters continued until the spring of 1950/ 

Mr. Lenresr. Yes, sir. 

Mr. FuanaGan. Now, at any time prior to the cutting off of that 
Soviet business, did it occur to you or anyone connected with your 
corporation that your position was somewhat inconsistent, in view of 
the fact that you were also carrying ECA oil ? 

Mr. Lenrest. Well, of course, we knew that, and we took it into 
account, but I won’t say that that was the reason that we went out 
of our way to inquire whether the feeling in the State Department 
was the same as it was when we started, when they said they had no 
objection. 

But, as Mr. Oppe and Colonel Syran testified, the situation began 
to get a lot worse than it had been, so the last cargo we took over 
there was on the Kettleman Hills, I think, leaving Constanza about the 
end of April. I think we have made the charter about the 10th of 
April. 

So when we got that oil over there, we had quite a number of 
insistent telegrams from the London agents of Sieling and Jarvis who 
had been contacted by the Soviet Export Corp. And the *y were very 
insistent—they wouldn't take “No”—that we take a load of peanut 
oil, I believe, from Dalny over to that place south of Vladivostok on 
the Manchurian Peninsula. And at that time, the State Department 
said that they thought we had better not take it. 

Now, we lost a hundred thousand dollars because that was very 
profitable chartering. It would only take about a week to run over 
there. If the ship was clean and everything was ready, we could just 
pump that oil aboard and spend a week t: iking it over to the eastern 
part of Manchuria. But when the State Department said no, that 
they didn’t look at it the same way that they had before, we brought 
the ship home empty. 

Senator Nrxon. What was the date of that? 

Mr. Lenrest, April 30 of 1950, we loaded it, and she discharged in 
Dalny on May 30, and at that time negotiations had been going on fora 
week or two, where the Russians would not take “no.” and we woul In’t 
accept this cargo, at a very profitable price. But we instructed Sieling 
to go back to Sieling and Jarvis and say that under no circumstances 
would we take that "profitable charter, because the State Department 
thought that we shouldn’t. 
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Mr. Firanacan. Hadn’t you been advised at that time that if you 
continued to carry Soviet cargoes your ECA cargoes would be re 
stricted or cut off?” 

Mr. Lenrest. Those advices, if given, and I don’t doubt that the, 
were, would have gone to Sieling & Jarvis. Now the managing op 
erator of a tanker company who owns the ships has about 99 percent 

authority over charters made, crews hired, repairs, and all the things 
that have to do with the operation of tankers. 

So Jarvis was probably a lot more familiar with that than I was. 
That was in his territory. 

Mr. Fuanacan. There has been some evidence here, Mr. Lenfest, that 
most of your ships spent long periods of time outside of the United 
States, and that there were occasions when you took on foreign crews. 

Mr. Lenrest. That is correct. 

Mr. Fianacan. Will you tell us why you took on the foreign 
crews ¢ 

Mr. Lenrest. The Aettleman Hills was chartered on a Chinese 
Petroleum contract, which was the original contract by means of which 
this whole thing started. And the crews were signed on with a normal 
1-year article which called for discharge north of Hatteras within the 
year. But we were in Singapore on this CPC consecutive voyage 
charter contract. The crew didn’t want to stay.. So we flew them 
back home. 

We couldn’t get an American crew that would fly out. And Jarvis 
has told me, within the last few days, when I queried him as to what 
the law was, “When I went to sea, you had to have 75 percent Ameri 
cans.” But we started from an American port and came back to an 
American port. Here were ships that were away from the country, 
and in bad times like we had then, we couldn't afford to bring the ship 
back to discharge the crew. They had the right to be repatriated. 
That is part of the standard shipping articles. They insisted on it, 
so we sent them back. We couldn’t get the American crew to fly out 
there. 

Senator Munpr. Why ? 

Mr. Lenrest. They just didn’t want to fly. They refused to fly. 

Senator Munpr. Why? 

Mr. Lenrest. Well, quite a few people today don’t like to use air- 
planes, and these crews that we could get just didn’t want to fly. So 
we had the American consul in Shanghai sign on a foreign crew, but 
we kept at least the captain and chief engineer. On some of the ships, 
we had the American consul in Singapore sign on a foreign crew, bu 
delivered a cargo for Chinese Petroleum up into the Shanghai district. 
We sent her over to the Philippines to pick up a F ilipino | crew. And 
then we sent the Chinese crew that we carried to the Philippines back 
to Shanghai. We repatriated them. 

Then, after the CPC contracts had terminated, we took a cargo to 
Germany, and I think on the Meacham we sent the Philippine crew 
back to the Philippines and put on a German crew. And at tha 
time, I believe they were all German officers except for the akan n 
and the chief engineer. 

Mr. Fuanacan. As a ship operator, were you aware that under t 
provisions of the Communications Act of 1934, every vessel ving 
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the American flag had to have 4 radio operator licensed by the FCC, 
who had to be an American citizen ? 

Mr. Lenresr. Yes: I knew that. 

Mr. Fuanacan, As a matter of fact, you people removed your radio 
operators, too, did you not ¢ 

Mr. Lenrest. I think your wording is wrong. We did not remove 
them. ‘They refused to sail farther. They had that right on their 
articles, 

Mr. Fuanacan. And you replaced them with unlicensed radio opera- 
tors; is that not true? 

Mr. Lenrest. Well, we replaced them with radio operators who did 
not have the United States license. 

Mr. Furanacan. And you were an American-flag vessel subject to 
the laws of the United States ? 

Mr. Lenresrt. Yes, sir. 

Mr, Fuanacan. When did the FCC first get in contact with you con- 
cerning that violation of law ? 

Mr. Lenrest. Well, they contacted the operators, Sieling & Jarvis. 
And, of course, I knew about it within a few hours. And I would say 
that was the summer of 1951. Now, it is my recollection. I am not 
sure of that date. 

Mr. Fianacan. The record will show that this matter was brought 
to the attention of the FCC, that four of your ships, the Saint Chris- 
topher, the Destiny, the Kettleman Hills, and the Meacham, were 
sailing without licensed radio operators, in violation of the FCC law, 
which provides a penalty of $500 a day. 

Mr. Lenrest. Well, again you are wrong in your wording. They 
were licensed radio operators, very capable men. They were not 
licensed by the FCC. 

Senator Nixon. That was the way the question was put. He said 
licensed FCC operators, as I recall. They were not licensed FCC 
operators, were they ? 

Mr. Lenrest. No; they weren't. 

Senator Nrxon. Go ahead. 

Mr. Fuanacan. The records of the Federal Communications Com- 
mission further indicate that as a result of these violations, fines total- 
ing $847.500 were levied against those four ships. The Saint Chris- 
topher. a fine of $464,000; the Destiny, $144,500; the Kettleman Hills, 
$271,500; the Meacham, $257,500. 

Do you recollect that ? 

Mr. Lenrest. I recollect figures of about that size. 

Senator Nrxon. I understood that there was only one of these ships 
for which vou could not get an FCC licensed operator. 

Mr, Lexrest. No; there were four ships on which we had foreign 
crews, 

Senator Nixon. I mean, you could not get licensed operators for 
any of them ? 

Mr. Lenrest. Not in these foreign ports, not American licensed 
operators, 

Senator Nrxon. Was this a situation where these operators did not 
want to fly? I mean, four different times you could not find an 
American to fly over and take on this job? 

Mr. Lenrest. Of course, I am trying to give you complete infor- 
mation, but 90 percent of these questions that you are asking are things 
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that are settled by the operating’ manager, but I am giving you the 
knowledge I have. 

Senator Nixon. You do not take the responsibility, then 

Mr. LenFest. Well, I take the responsibilities that go with my office, 
and I suppose that if the managing operator doesn’t do right I will 
have to take the responsibility for his mistakes. 

Senator Nixon. What I am getting at is this, and correct me if I ay 
wrong: Up to this time it would appear by the record that there was 
just this one instance in which you were unable to get the American 
crewmen because of this difficulty on account of flying. Now it appears 
that this seems to have been a common practice, at least insofar as 
licensed FCC radio operators were concerned, to use the unlicensed 
people. 

Mr. Lenrest. Well, there may have been some other reason. For in- 
stance, if you have an Italian crew, you don’t mix up an America: 
radio operator with the foreign crews. You will have to get that ce 
tailed information from Jarvis or from $ Sieling & Jarvis. 

Senator Munpr. Well, now, wait a minute. This licensed operator 
you talk about was your vice president, Mr. Sieling, of Sieling & 
Jarvis. 

Mr. Lenrest. Yes. 

Senator Munpr. So it was all in the family. 

Mr. Lenrest. He could go to Sieling & Jarvis every day, as he did, 
and check up with them on these things, and from his operating ex 
perience of many years, I have confidence that he made a settlement 
which was reasonable, everything considered. 

Senator Munpr. If you and “Mr. Sieling and Mr. Tode were 
charge of those operations, I should say Mr. Sieling sat in on your 
board of directors meeting and with Mr. Jarvis on the others? The 

same man ? 

Mr. Lenrest. Yes. 

Mr. Fuanacan. J might add for the record that each of these fines 
was reduced to $2,000 a ship, making a total of $8,000, and we have 
been informed by the FCC that the fine on the Saint Christopher lias 
been paid, but that the fines on the other three ships have not bee! 
paid. Is that your recollection ¢ 

Mr. Lenrest. I know that one has been paid. The others are prob- 
ably waiting for me to get back to New York and sign the checks. 

Mr. FuanacGan. These fines were levied back last fall. 

Mr. Lenrest. Yes; but they weren’t settled until very recently. 

Senator Nrxon. Does the record show why they were mitigated / 

Mr. Fianacan. No, not here. Apparently, from the best informa- 
tion we can get, and we are checking it now, they were mitigated be- 
‘ause on certain occasions the masters of these ships asked the Amer 
ican consuls in various ports if they could take on a foreign operator. 
and they were advised that they could, and the FCC felt that under 
those conditions they could not very well levy such heavy fines as 
were actually imposed under the statute. 

Is ‘that your recollection ? 

Mr. Lenrest. Well, of course, this was handled by Jarvis through 
our legal firm of Lovejoy, Morris, Wasson & Huppuch, and I don't 
know any of the details. And I remember last week they telephoned 
me, down here, and told me they had all been settled. So it is as recent 
as that, within the last 30 days surely. 
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Mr. Fuanacan. Why did you allow the ships belonging to your 
company to operate in violation of the law ? 

Mr. Lenrest. What law? And what violation ? 

Mr. FuaAnacan. The FCC law. 

Mr. Lenresr. Well, you will have to ask that of Jarvis, too, be- 
cause he was the man who was responsible for the crews. 

I don’t know, as it is an exceptional case, to have a foreign radio 
operator on an American-flag ship. 

Senator Munpr. You mean as president of the company you did 
not know that was going on? 

Mr. Lenrest. Yes, I knew. 

Senator Munpr. You said you knew what the law was. Did you try 
to stop it, to bring the company into legal conformity ? 

Mr. Lenrest. Well, at that time I felt. Sieling was capable of han- 
dling it, and it never occurred to me that it wasn’t being properly 
handled. 

Senator Munpt. You said you knew it was going on and you knew 
the law. 

Mr. Lenrest. I knew at times. Now, this is my recollection, too, 
that they spoke about flying American operators abroad to replace 
the foreign operators. But you couldn't get them. 

Now, you take the last 6 months—— 

Senator Munpr. That is beside the point. I am asking you this 
question. You said you knew the law. You were president of the 
corporation 

Mr. Lenrest. Let me say this. I know the law now, but I didn’t 
know the FCC regulation until this matter began to press us. 

Senator Munpr. Who was counsel for your company ¢ 

Mr. Lenresr. Lovejoy, Morris, Wasson & Huppuch. 

Senator Munpr. Did you consult with them about the law? Was it 
not part of their job? 

Mr. Lenrest. Well, after I found out that we were violating the 
law, Which, as I say, only came to me when Sieling & Jarvis got 
that first $164,000 penalty. 

Senator Munpr. When you found out you had been fined $800,000, 
that was quite a lot of money for a company that had made only $108 
profit 2 

Mr. Lenrest. Correct. 

_ Senator Munpr. Did you personally go down to the FCC and try 

0 get the fine mitigated ? 

Mr. Len — No, because that was in the sategory of the managing 
operators. I distinctly remember that I came back to New York from 

itrip. And this had come in while I was aw ay. And that is when I 
frst knew about this law. And Jarvis, who operates our ships, had 
ilready talked to our legal firm. 

Senator Munpt. Which legal firm ? 

Mr. Lenrest. Lovejoy, Morris, Wassson & Huppuch. 

Senator Munpr. About this violation ? 

Mr. Lenrest. Yes. And I was a little bit upset that Jarvis would 

oto my legal firm without going through me. But I was away the 

lay before, and I later on felt that he was justified in taking that 
ction. 

Senator Munpvr. And who represented you before the FCC? Did 
jou do it, or did Mr. Jarvis do it? 
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Mr. Lenrest. I didn’t. That was in Jarvis’ hands. I don’t know 
whether Wasson went down or Newbold Morris went down. I think 
they both did. 

Senator Munpr. Wasson and Morris both went down? 

Mr. Lenrest. That is also recollection. I knew it was well taken 
care of. And it was under the operating managers. 

Senator Munpr. I mean, you had more than a casual interest in this 
business, because Jarvis was not going to pay the fine. You were going 
to pay the fine if it was to be paid. 

Mr. Lenrest. Correct. 

Senator Munpr. So that you would naturally be interested in see 
ing that you had representation before the FCC to present your 
‘ase in its best light ? 

Mr. Lenresr. Very true. 

Senator Munpr. Did your attorneys represent you then, or did you 
take any action at all? 

Mr. Lenrest. Well, we will undoubtedly have to pay the bill, so | 
guess they represented us. 

Senator Munpr. Before the FCC? 

Mr. Lenrest. Yes. But I was satisfied, after ] dug into it that day, 
that in the hands of our attorneys and our operating management, 
it was going to be handled as well as anybody could possibly do it. 

Senator Munpr. I am trying to find out who it was that so suc 
cessfully represented your firm that you could reduce an $800,000 fine 
to $2,000. 

Mr. Lenrest. I have also been informed, and I believe it to be 
true, that that is not the first instance that a big penalty has been 
assessed against an American shipowner and has been reduced to a 
token payment, because the law is unworkable or unsound. And that 
is my firm impression. So, I don’t think we had any unusual good 
luck in settling that $800,000 case for the $2,000 per ship that we have. 

Senator Munpr. At least the record, then, shows that you did not 
appear before the FCC ¢ 

Mr. Lenrest. Yes. 

Senator Munpr. That the representations in behalf of your con 
cern were made by your counsel, who represented you, and also Mr. 
Ji arv is ¢ ¢ 

Mr. Lenrest. Yes. and who were asked to get into the job by the 
managing operators. 

Senator Nixon. Let me ask you this. Do I understand you were 
not aware, at the time this violation took place, of the provision of 
the law which requires that FCC licensed operators operate with 
American flag vessels ¢ 

Mr. Lenrest. I didn’t know that. 

Senator Nixon. That is not known, then, generally in the trade ? 

The reason I ask is that I know you were a very experienced ship 
ping man, and I am just wondering why more publicity has not been 
given to that provision. Because it is apparently a provision that 
relates not only to technical requirements but involves the national! 
security. 

The size of the fine would indicate that, at least. 

Mr. Lenrest. I think your position there is correct. But, remem 
ber, there are a lot of laws on the books. We found one that Senator 
Mundt had written a couple of years ago, that we were not familia: 
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with when we were clearing things through the State Department. 
So you can’t be familiar with everything. And unless you are hah- 
dling crews constantly 

Senator Munpr. What law was it that I wrote? 

Mr. Lenrestr. Well, did you not read last Tuesday or Wednesday 
a law you had written which was being violated by our taking these 
Russian charters? And we knew nothing about that law. 

Senator Munpr. Not that I wrote. 

Mr. Lenrest. Well, you read it, anyway. 

Senator Munpr. You may be t talking about something I .know 
nothing about. I wrote a law one time that dealt with Communists, 
if you were employing Communists, but I wrote none that dealt with 
shipping. 

Mr. Lenrestr. My point is that unless you were constantly engaged 
in the hiring of crews, with all these new laws going through, and the 
changes made in their legal restrictions as they applied to you, or 
legal charges, you simply couldn’t keep up with them; unless that 
is the work. you are doing—and I am not doing that wor _ 

Senator Nixon. May “I ask you this question, Mr. Lenfest: What 
is the purpose of this FCC requirement 

Mr. Lenrest. Well, I believe that it is a labor booster. 

Senator Nixon. Oh, you mean it is simply something which the 
communications labor union wrote into the law ? 

Mr. Lenresr. That is my belief, but I am not a lawyer, and I just 
want to give that as my belief. 

Senator Nixon. Mr. Flanagan, does your research into this matter 
indicate the purpose ¢ 

The reason I ask the equestion is that $800,000 for a fine is rather 
substantial. 

Mr. FLianacan. From the information we have obtained from the 
FCC, the reason for that is a security reason, that American-flag 
vessels feel that they must have American radio operators, which is 
the only method of communication that ship has when it is away 
from port. 

Mr. Lenresr. Well, didn’t you also understand that they feel that 
the $500 a day penalty is unjustified, that it should be a reasonable 
amount ? 

Mr. Franacan. They thought it was in this case, because certain 
American consuls who apparently didn’t know the law had been ad- 
vising your masters from time to time that they could do this. 

Mr. Lenresr. I did not know that. That would naturally 
our operating managers, and I haven’t been told about that. 

Senator Nrxon. This is another instance, in other words, where the 
violation involved, call it technical or call it what you will, the viola- 
tion involved or the action of the company, imperiled, in effect, the 
national security, that is, potentially. Because, as I understand it, the 
purpose of the provision of the law is exactly as you have stated. 

And that is the reason for the heavy penalty. 

Mr. Fianacan. And, of course, these are not technical violations. 
They are actual violations. But because of mitigating circumstances, 
the fines were reduced. 

Senator Munpr. At about what date were these violations taking 
place? 


go to 
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Mr. Lenrest. I think they would follow the dates of the placing 
of the foreign crews upon the ships. In other words, the Meacham 
and the Aettleman Hills a year after they sailed out of here, which 
was in the spring and summer of 1948, and the Destiny, which was laid 
up in Italy, and when we brought her in she was owned by American 
Viking, then, under Mrs. Konow’s management, and we put a full 
Italian crew on her except the chief and the captain, in Italy—— 

Senator Munpr. What date? 

Mr. Lenrest. I should say that was about the spring of 1949. 

Senator Munpr. 1949? 

Mr. Lenresr. Yes. It is in that blue book. You can get the dates 
out of that. 

Senator Munpr. Who owned the majority stock in United Tanker 
at that time? Was it the Chinese Nationals, or had it passed to the 
hands of the Chinese Communists? 

Mr. Lenrest. Up until the time that the China International 
Foundation was formed, 75 percent of the stock was held by Sieling, 
'Tode, and myself. 

Senator Munpr. What date did it pass to the China International 
Foundation 

Mr. Lenrest. In the summer of 1948; I should say June of 1948. 

Senator Munpr. So that when these violations were made, and these 
assessments were made, control had actually passed to the China Inter- 
national Foundation. So that Mr. Wasson and Mr. Morris, before 
the FCC, were actually representing Morris and Wasson rather than 
Jarvis and Sieling, because they had the majority stock? 

Mr. Lenrest. I wouldn’t say they were representing themselves. 

Senator Munpr. They were representing the foundation, of which 
one was president and one was secretary-treasurer. 

Mr. Lenrest. That is the Foundation; yes, sir. 

Senator Munpt. The violations which were taking place were tak- 
ing place at the time they had the controlling stock ¢ 

Mr. Lenrest. Well, they have always had—or let us not say “they,” 
but “it,” the China International Foundation—it had the controlling 
stock. 

Senator Munpr. It, of which Mr. Morris is president; and it, of 
which Mr. Morris is secretary-treasurer; that is what you are trying 
to say. It was in control, consequently, because of Mr. Morris being 
president and secretary-treasurer ? 

Mr. Lenresr. I wouldn’t say that, because Dr. Gregerson had a vote, 
and Dr. Hume had a vote, and Mr. Tode, and Mr. Wasson. 

Senator Nixon. And did you have one? 

Mr. Lenrest. I am a member, not a trustee. The members elect 
the trustees. Iam amember. I think Wasson is a member. Morris 
is a member, and Dr. Gregerson, and Dr. Hume are members. 

Senator Nrxon. You do not question, though, that the China Inter- 
national Foundatinn completely controlled United Tanker? 

Mr. Lenrest. When, as, and if they wanted to. 

Senator Nixon. They owned, in fact, 100 percent of the common 
stock, the voting stock. 

Mr. Lenrest. Of the voting stock; yes, sir. 
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Senator Nixon. For that reason, China International, when, as, 
and if it wanted, could discontinue any practice that the corporation 
was following, could it not? 

Mr. Lenrest. Will you repeat that question, sir? 

Senator Nixon. In other words, China International Foundation 
could force United Tanker to discontinue any operation it wanted 
to, could it not? 

Mr. Lenrest. No question about it. 

Senator Munpt. Who gets the profits from United Tanker now? 

Mr. Lenrest. It goes to the China International Foundation. 

Senator Munpr. So that in fact if the $800,000 fine were paid, it 
would have to be paid from profits assigned to the China International 
Foundation ¢ 

Mr. Lenrest. Well, the trustees would have control of that. If we 
had been assessed an $800,000 fine, undoubtedly United Tanker would 
have to scramble around and get the $800,000. I don’t think we can 
take funds back from the foundation unless they agree that we should 
do it. And I don’t know whether we could do it then. I assume if 
we got in the hole and the foundation had a couple of million dollars, 
they would help us out. 

Senator Munpr. They would help you out. Because they are re- 
sponsible. If this fine were paid, it would be paid by them. 

It was reduced to $2,000 a ship. That would make a total of $8,000. 

Suppose this year United Tanker makes a $10,000 net profit. As 
I understand from you, that net profit then goes to China Interna- 
tional Foundation. 

Mr. Lenrest. If it doesn’t hamper the activities of the United 
Tanker. That is something the directors have to decide at the time. 

Senator Munor. Right. So that if the fine is paid, instead of 
getting $10,000 for the China International Foundation, they will get 
$2,000, because $8,000 was taken from United Tanker by the Gov- 
ernment as a fine for violation, reducing their profits by ‘that much. 

Mr. Lenresr. I think it is very clear the way I stated it before, 
sir. 

Senator Mu oe Is it not very clear the way I stated it? 

Mr. Lenrest. I don’t follow the details. I don’t know what you 
are getting at. 

Senator Munpr. You say you are going to pay the fine when you 
get down to New York State and write the checks. That will amount 
to $8,000. 

Mr. Lenrest. We paid one. That will be another $6,000. 

Senator Munpr. $6,000 is to be paid. 

Mr. Lenrest. Yes, sir. 

Senator Munpr. If you make $10,000 in profit this year, you would 
say that money would go to the China International Foundation? 

Mr. Lenrest. If we thought it wouldn’t hamper the activity of the 
United Tanker. We can’t strip ourselves of cash. 

Senator Munpr. So that instead of $10,000, they would have to pay 
$6,000 in fines and would get only 5 $4,000? 

Mr. Lenrest. That is correct, yes. 

Senator Munpr. The point I am making is that in fact the violators 
were the people who owned this stock, because they are going to have 
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to pay the fine. It will be $6,000 of unpaid fine instead of $800,000, 
but whatever it is, the money will have to come from moneys owned 
by United Tanker. 

Mr. Lenresr. Yes, sir. 

Senator Nrxon. How many people, Mr. Lenfest, among the officers 
of United, knew of this violation at the time that it occurred ? 

Mr. Lenrest. Well, I can answer that question. It was never 
brought up for any discussion. 

I had never inquired whether Tode knew that law or not, because 
we had had no occasion to. 

The first it came into the picture as far as we were concerned was 
when we got that first notice of violation. 

Senator Nixon. Let me ask you this. How many officers of United 
Tanker knew of the fact that the foreign licensed, but unlicensed as 
far as the FCC was concerned, radio operators were being used ? 

Mr. Lenrest. Well, indirectly we knew of it when we changed the 
crews, but it never was picked out as an example, because we didn't 
even think about it. 

Senator Nrxon. Then the general question: As far as the use of for- 
eign crews was concerned, there was no question but that everybody 
in United Tanker knew that that was going on; is that correct? 

Mr. Lenresr. Oh, yes, absolutely. 

Senator Nixon. Was there any question that the people who con- 
trolled United Tanker, the people who were officers and directors of 
China International Foundation, knew that was going on, too? 

Mr. Lenrest. I don’t know. I would assume that through Mr. 
Wassoh the other trustees of the foundation would be advised of that. 

Senator Nixon. You were a member of the foundation. 

Mr. Lenrest. A member, yes. 

Senator Nixon. Was there ever any discussion of the foundation? 
I am trying to see which people knew of this operation and who actu 
ally controlled it. 

Mr. Lenrest. Well, as far as I know, the directors, the executives, 
all the staff members, of United Tanker, and Mr. Wasson, our attorney, 
knew about it at the time the letter came in to Sieling and Jarvis. It 
was put on my desk the next day. And we entered it as a contingent 
liability, which we were quite active in checking all the time. 

Senator Nixon. The question of foreign crews: did Mr. Wasson 
know of that at the time that decision was made? 

Mr. Lenrest. Yes. 

Senator Nixon. Mr. Tode knew it? 

Mr. Lenrest. Yes, sir. 

Senator Nixon. Mr. Lenfest? 

Mr. Lenrest. Yes. 

Senator Nixon. Dr. Gregerson? Dr. Hume? Mr. Morris? 

Mr. Lenrest. I don’t know. 

Senator Nixon. In other words, three of the six people who were 
listed on our chart as trustees, officers and members of China Inter- 
national Foundation knew it, and as to three you do not know whether 
they knew it or not? 

Mr. Lenrest. Correct. 

Senator Nrxon. Now, one other question on the same point. 

You said a moment ago that Sicling and Jarvis advised you, speak- 
ing of the several people, of the fact that this business between the 
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Soviet Union and North China ports was available, and that you had 
a thorough discussion. 

When you referred to it, who were the people that had that dis- 
cussion ¢ 

Mr. Lenrest. That was at a staff meeting. 

Senator Nixon. Who were present 

Mr. Lenvest. Well, my recollection is that Sieling and Wasson and 
| were definitely present. 

I don’t remember whether Tode was present or not, because at that 
time he was doing a lot of traveling, and he may not have been at 
that meeting. 

{ think Dr. Chen and Mr. Wei and maybe Darfoon Du were at the 
meeting, but I am sure that Wasson, myself, and Sieling were present. 

Senator Nixon. Here again, though, as far as the China Interna- 
tional Foundation was concerned, the corporation which completely 
controlled United Tanker did not know anything about this? 

Mr. Lenrest. I don’t know whether they did or not. My assump- 
tion would be that Mr. Wasson, who was secretary-treasurer of the 
foundation, would let other trustees in the foundation know it, but I 
don’t know that he did. 

Senator Nixon. Your assumption would be that he might, but you 
do not know that he did? 

Mr. Lenrest. Correct: ves, sir. 

Senator Nixon. You did not feel it was necessary to tell them, 
though, did you? 

Mr. Lenrest. No, we, in the United Tankers, only bother with them 
occasionally, when there is some problem that we don’t think they 
can settle without the foundation authority. 

Senator Nixon. When did you ever bother them on any problem 
with regard to United Tanker ¢ 

Mr. Lenrest. Well, the last one that I remember quite well was 
when we put money in to the Tioga Star Corp., $450,000, last Decem 
ber, I believe. And I thought that Morris should be advised of that. 

Senator Nixon. When did you ever advise them on any matter 
which involved the operation of United Tanker ¢ 

When did you ever advise the people in the foundation, who at 
. ast are supposed to control United? When did you ever advise them 

fa problem involving the operation of United Tanker ? 

Can you tell us of any instance? You did not advise them of the 
use of foreign crews. You did not feel it was necessary to advise them 
of the fact that you were considering this business between the 
Russian and north China ports. 

Now, do you recall any instance where you did feel it was necessary 
to advise them ¢ 

Mr. Lenrest. Well, I have always felt that, as Wasson sat in at 
all of our meetings, he would carry to the foundation anything that 
they needed to know. And it is only on one or two occasions that I 
have insisted that Morris come to our meetings, so that we would have 
the authority of the foundatin, who owns the stock, in any decision 
that we made. 

But, as a general thing, we never bother the trustees of the foun- 


dation, feeling that they will be advised of anything necessary threugh 
Mr. Wasson. 
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Senator Nrxon. As a general thing, the foundation did not run 
United Tanker; did it? 

Mr. Lenrest. That is a pretty difficult question to answer. 

Senator ae Well, in what respect did it run it? 

Mr. Lenrest. Sir? 

Senator Ree In what respect did it run it? 

Mr. Lenrest. They elected the directors of United Tankers. 

Senator Nrxon. In what respect, as far as the decisions were con- 
cerned of the corporation, did it make decisions? 

You can’t recall any at the present time? 

Mr. Lenrest. Only on things which we felt the foundation should 
be aware of. For instance, I remember another case. We bought 
back considerable of the preferred stock from the United Securities 
Corp., a Liberian corporation, which at that time was owned by a Mr. 
Tjian, T-j-i-a-n, who had owned a paper mill in China and some 
vessels. He put his mill and 120 of his men on one of his vessels 
and moved to Brazil when the Communists came in. They had 
about a million dollars’ worth of preferred stock that they had taken 
in return for the cash money they had advanced to help the United 
Tankers acquire ships. They had waived dividends. They had 
always been helpful in getting cash for us to put this corporation to- 
gether. And they had the position of a preferred stockholder. 
This stock eventu: ally wound up in the United Securities, and we were 
under pressure all the time to buy in that preferred stock. Because 
this paper mill had to be put up down in Brazil, they had a lot of 
expenses. I never felt that we should strip the corporation, the 
United Tanker Corp., of funds which might become necessary if the 
rates went down to where they were in 1949 and 1950. 

So, anytime we bought in some of that stock, we referred that to the 
foundation and asked their permission to dissipate the funds | 
that way. 

We were all anxious to redeem that preferred stock, so there would 
never be any inference that the Chinese capital had anything to do 
with the management of the tankers. 

As long as the stockholders have money, you have got to listen to 
them. We were anxious to retire that stock so that there would never 
be any question but what they had been paid off, and the directors 
were not under any moral requirement to listen to their advices be- 
yond what we felt their ability should give us. 

Senator Hoey. Any further questions / 

You may be excused. 

Mr. Lenrest. Thank you. 

Senator Horr. The next witnesses will be L. James Falck 
Willard Thorp. 

Will you gentlemen each hold up your right hand? 

Do you solemnly swear that the testimony you give in this case 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Faucx. I do. 

Mr. THorpe. I do. 

Mr. Wrienr. I do. 

Senator Hory. Mr. Falck, will you please give your full name, your 

address, and the position you hold, to the reporter ? 
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TESTIMONY OF WILLARD L. THORP, ASSISTANT SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS; L. JAMES FALCK, ASSISTANT 
CHIEF, SHIPPING POLICY STAFF, STATE DEPARTMENT; AND 
ROBERT WRIGHT, ASSISTANT CHIEF, ECONOMIC DEFENSE STAFF, 
STATE DEPARTMENT 


Mr. Fatcr. L. James Falck, Assistant Chief, Shipping Policy Staff, 
State Department. 

Senator Hory. How long have you held this position ? 

Mr. Fatcx. The titles may have varied, but, say, since 1944 or 1945. 

Senator Horry. You were holding the position at the time that is 
under discussion here ? 

Mr. Faucr. Yes. 

Senator Hory. Mr. Thorp, will you please give your name? 

Mr. THorr. My name is Willard L. Thorp. 1 am Assistant Secre- 
tary of State for Economic Affairs. I have held that position since 
November 1946, having been before that time for about 18 months 
the Deputy Assistant Secretary of State for Economic Affairs. 

Senator Hory. And the third gentleman ? 

Mr. Wrieutr. My name is Robert Wright. Iam the Assistant Chief 
of the Economic Defense Staff in the State Department. 

Senator Hory. All right. 

I just called two witnesses. I did not know you were coming. 

You may proceed with the examination, Mr. Flanagan. 

Mr. Fuanacan. Mr. Falck, do you recall that on the 16th of June 
1949 Mr. Jarvis, of the ship-brokerage firm of Sieling & Jarvis, con- 
tacted you with regard to certain Soviet charters which were going to 
be entered into by the United Tanker Corp. ? 

Mr. Fatcx. I recall that he telephoned about the middle of June. 
Tam not sure of the exact day. 

Mr. Fuanacan. And did he ask at that time whether or not these 
charters would meet with the approval of the State Department ? 

Mr. Faucx. Yes; whether we had any objection to offer to their 
seeking this business, as I recall it. 

Mr. Fuanacan. What did you advise him at that time? 

Mr. Fatcx. That the State Department had no objection, or had 
no reason to object. I might put it that way. 

Mr. Fianacan. Did you take that up with any of your superiors? 

Mr. Faucx. Yes. 

Mr. Franacan. With what superiors? 

Mr. Fatcx. I do not recall specifically. 

Mr. FuanaGan. In any event, you took it up with your superiors? 

Mr. Fatcr. That is right. 

Senator Nixon. You say you do not recall specifically. 

Do you recall anybody you took it up with? 

Mr. Faucr. Well, no. 

Senator Nixon. Who are your superiors there ? 

Mr. Fatcrx. Mr. Saugstad 

Senator Nixon. Did you take it up with him? 

Mr. Facx. I think so. 

Senator Nixon. Who else were your superiors ? 
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Mr. Favor. Well, let’s see. The Director of the Office of Trai 
port and Communications, I think, at the time was Mr. Radius. 

Senator Nixon. Did you take it up with him? 

Mr, Fatox. I don’t know whether I did specifically at that time or 
not. I know various questions like that had been discussed up there. 

Senator Nrxon. Who else ? 

Mr. Farcx. I didn’t take it up with anyone else within our own office. 

Senator Nrxon. Two people, then ? 

Mr. Fatcx. I had checked with other officers in the Department 

Senator Nixon. You do not recall the other offices? 

Mr. Faucrx. The other officers were in the Petroleum Division ai 
probably the Chinese Affairs Office. I don’t know of anyone else. 

Senator Munvr. Who was in charge of the Chinese Affairs Offi 
at that time? 

Mr. Favcx. I don’t recall, at that time. 

Senator Munpr. Will you find out his name and insert it in t 
record ? 

Mr. Faucx. Yes. 

Senator Hory. Just what inquiry did this gentleman make of you, 
this Mr, Jarvis? And what did he inquire about ? 

Mr. Fatcx. My recollection of this is that he said there was an 
inquiry on the market for a tanker or tankers for petroleum products, 
and the only thing I recall in the line of products was kerosene, that 
was mentioned, moving from the Black Sea to north China ports; 
and he inquired whether we wanted to object to it or not. 

Senator Hory. Was there any information given as to who was 
to be served by this? Or did you get the information from the fact 
that the reference was to the north China ports ¢ 

Mr. Fauck. Well, I knew the north China ports. 

Senator Hory. The north China ports; what would that indicate 
as to who was getting the cargo? 

Mr. Faucx. I knew they were under the control of the Communists 
at that time; yes. 

Senator Horry. So, when he used the term “north China ports,” 
you knew that involved the delivery of the cargo to the Communists 
in that section, because they were in charge of those ports? 

Mr. Favcx. That is right. 

Senator Hory. Allright. Go ahead, Mr. Flanagan. 

Mr. Franacan. Between June of 1948 and August 1948, did any- 
one else contact you with regard to the Soviet charters which were 
being held by United Tanker? 

Mr. Fancx. You mean 1949? 

Mr. Firanacan. 1949; I am sorry. 

Mr. Farcx. Not that I recall; no. 

Mr. Fianacan. Do you recall receiving this letter of August 1+, 
1949, from Sieling & Jarvis? 

Mr. Farcx. I don’t recall having seen that for a little while after 
ward. I think I may have been away at the time it came in. 

Mr. Franacan. That letter, I might add, is in the record as exhibit 
No. 40. It isa letter addressed to the State Department by Sieling 
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& Jarvis, attention of Mr. Falck. And in the third last paragraph 
of the letter it says that 


Since obtaining the above assurance,— 
talking about assurances from you— 


we have made other charters with various bureaus of the U. S. S. R., and natu- 
rally will continue to do business with them until, as intelligent citizens of the 
United States of America, we are on notice that to do so will harm our Nation 
in any way, or are notified by you or any other competent authority to desist. 

Do you recall making any reply? 

Mr: Farcx. No; there was no reply made in writing. 

Mr. Fuanacan. Did you ever take it up with any of your superiors 
as to whether you should make reply to this communication ¢ 

Mr. Faucx. As I say, I have no personal recollection of this when 
it came in, because I don’t think I was there. 

Mr. Fianacan. As far as we have been advised by representatives 
of the State Department, no reply has even been made to that; has it? 

Mr. Farcx. That is right. 

Mr. FiranaGan. Do you know why no reply has ever been made ? 

Mr. Farcx. So far as I know, there was no reply, because there was 
nochange. There was nothing new to say. 

Mr. Franacan. In other words, the policy had not changed since 
your conversation with Mr. Jarvis in June of 1949? 

Mr. Faucx. That is right. 

Mr. Firanacan. Mr. Thorp, do you recall that in January of 1950 
Secretary of Defense Johnson addressed a letter to the Secretary of 
State complaining about the fact that the Hettleman Hills and the 

Saint C hristopher were engaged in trading with the Soviet ? 

Mr. Tuorr. That is correct. 

Mr. Franacan. Was there any other complaint, to your knowledge, 
to the State Department, prior to this letter of January 17, 1950? 

Mr. Txorp. I don’t recall any complaint of the same type, although 
as Mr. Syran testified, there were discussions between him and Mr. 
Saugstad on the general problem. 

Mr. Franacan. That was the problem of a company handling ECA 
cargoes and at the same time handling Communist cargoes ? 

Mr. Tuorr. That is correct. 

Mr. FranaGan. Had that matter been brought to your personal at- 
‘tention prior to January 1950? 

Mr. Tuorp. No; it had not. 

Mr. Fianacan. It had not been brought to the attention of your 
office, other than Mr. Saugstad ? 

Mr. Tuore. That is r ight. 

Mr. Franacan. This letter of January 17, 1950, we will place in the 
record. 

Senator Hory. That will be exhibit 44. 

(The letter referred to was marked “Exhibit No. 44,” and will be 
found in the appendix on p. 719.) 
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Mr. Fuanacan. In the third paragraph of the letter, which goes at 
some length into discussing the problem, Secretary Johnson states: 


This matter has received careful consideration by interested officers within the 
Department of Defense. It is the conclusion of this Department that the char- 
tering of United States vessels to aliens to transport high war-potential goods 
to and from Communist-controlled ports represents a threat to the national 
security of the United States. Under present controls on exports, the sale of 
tankers either to the Soviet Union or to Communist China would probably not 
be allowed. It would therefore seem logical for the Department of State to 
inform the Maritime Commission that the charter of United States-flag tankers 
to either of these countries is inappropriate. 


And the letter concludes with this paragraph : 


In view of the foregoing, it is strongly recommended that the Department of 
State recommend to the Chairman of the Maritime Commission that he take 
action to contro] the chartering of United States-flag vessels to transport highly 
strategic goods to and from Communist-controlled ports. 

Now, what if any action at that time was taken with regard to the 
suggestions of the Secretary of Defense by the State Department / 

Mr. THorp. At that time the State Department was following very 
closely the problem of shipments of petroleum to Communist China, 
and it undertook then discussions with the Maritime Commission in 
order to see what methods were available for controlling the situation. 
And this discussion led to the meeting which I believe was April 
26, 1950, in which the Department—— 

Mr. Fianacan. Just so that I can follow that, Mr. Thorp: I dislike 
interrupting you, but when did you start your discussions with the 
Maritime Commission? This letter was in January 1950. When did 
you start having discussions about it ? 

Mr. THorp. Well, the discussions were at the working level, and I 
was informed that the discussions went on very actively in the months 
between January 1950 and April, at which time a change in policy 
had been determined with respect to the chartering. 

Mr. Fuanacan. When was this meeting in April? What date! 
Do you know ? 

Mr. Tuorre. April 26, 1950. 

Mr. FLanacan. In that regard, I refer to a letter dated April 24, 
1950, from the Secretary of Defense to the Secretary of State. And 
I will place that in the record, with the permission of the chairman, as 
exhibit 44. 

Senator Hory. It may be received as exhibit 45. 

(The letter referred to was marked “Exhibit No. 45,” and will be 
found in the appendix on p. 720.) 

Mr. FuanacaN. In this letter, the Secretary of Defense points out 
that he wrote a letter to you people on the 17th of January, and “will 
appreciate information relative to the action that the State Depart- 
ment contemplates.” 

Now, did that letter, that second letter of Secretary Johnson, have 
anything to do with this meeting of the 26th? 

Mr. Tuorr. No. ‘Fhe meeting of the 26th was the meeting at which 
Mr. Wasson came into the Department to inquire about whether or not 
there would be objection to further chartering to Soviet agencies for 
shipment to China, and at that time he was informed that the Depart 
ment did have an objection. And then on May 18 we formally sent a 
letter to the Maritime Commission asking them to provide for advance 
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review of charters, and at the same time advised the Secretary of De- 
fense with regard to the policy. 

Mr. Fianacan. Do you have readily available there the letter that 
the Under Secretary of State addressed to the Maritime Commission 
in May of 1950, May 18th ? 

Mr. Tuorr. Yes; I have it here. 

Mr. Fuanacan. That letter, I believe, also should be made an exhibit. 

Senator Hory. Exhibit 46. 

(The letter referred to was marked “Exhibit No. 46,” and will be 
found in the appendix on p. 720.) 

Mr. Franacan. And the second paragraph of the letter states: 

After careful consideration, the Department of State has come to the con- 
clusion that the charter of United States-flag vessels for the use of certain gov- 
ernments or individuals should be subject to the scrutiny and review of the ap- 
propriate United States Government agencies. 

Now, is that the first time that the Maritime Commission was oflici- 
ally notified of the general position of the State Department ? 

Mr. Tuore. Yes: I think it is. 

Mr. Fuanacan. Now, what resulted from that letter? 

When did any action really take place to do something about these 
charters ¢ 

Mr. Tuorr. My understanding is that the Maritime Commission 
issued an amendment to its General Order 59, on chartering to aliens 
on October 12, 1950. 

Mr. Fuanacan. Do you know why that long delay ? 

Mr. Tuorr. No. 

Mr. Fuanacan. The first objection was entered with the Maritime 
Commission, as our record will show, in October 1949. In January 
1950, the Secretary of Defense addressed a letter to the State Depart- 
ment. ‘Thesecond letter was addressed to you, in April of 1950. And, 
finally, you say that on—what was that d: ite? The 7th of October? 

Mr. Tuorr. The 12th of October. 

Mr. FuanaGan. On the 1?th of October, the Maritime Commission 
took some action. 

Now, whose primary responsibility is it to handle matters of tha 
type? The Maritime Commission’s, or the State Department’s ? 

Mr. Tore. The State Department would be responsible for deter- 
mining the general policy, but the State Department has no authority 
to deal specifically with charters or shipping matters directly. So 
that the State Department, in the normal course of things, advises 
the Maritime Commission with respect to policy, and then it is the 
responsibility of the Maritime Commission to put it into effect. 

Mr. FuanaGan. But I have here a letter of November 1, 1949, which 
was directed to Secretary Johnson by the Maritime Commission, in 
reply to Secretary Johnson’s first letter, and in this letter it states: 

In the absence, therefore, of direct. advice from the State Department, which 
advice would, of course, have to be made public, it is questionable whether the 


Maritime Commission could legally restrict the type of trading mentioned in 
your letter. 


And they further said in this letter, which we will also place in the 
record: 


For guidance in the field of international policy, the Maritime Commission 
looks to the Department of State; and, up to this point, it has received no indi- 
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cation that the trading of United States-flag vessels with Communist-controlled 
ports is contrary to our national interest. 

Senator Hory. That will be exhibit No. 47. 

(The letter referred to was marked “Exhibit No. 47,” and will be 
found in the appendix on p. 721.) 

Mr. Fianacan. Now, you say it is up to the Maritime Commission 
to implement it and take some action. But I ask you: Who is it that 
should make the policy, the actual policy decision, whether or not to 
cut off this trade? 

Is that up to the State Department, or the Maritime Commission / 

Mr. Txorr. I would think the basic policy was up to the State 
Department. 

Mr. Fianacan. And the first expression of your basic policy, then, 
as I gather, was in May of 1950? 

Mr. TuHorr. The first expression in a formal letter to the Maritime 
Commission. That is correct. 

The policy, in a sense, was already expressed to Mr. Wasson 3 weeks 
before that time. * 

Mr. Fianacan. But he is only a lawyer for one single corporation. 

Mr. THorp. No; I was merely trying to indicate that you cannot take 
the date of May 18 as indicating that there was no policy to that 
point, and a policy on that day. “But it is correct that our advice to 
the Maritime Commission was as of May 18. 

Mr. Ftanacan. Now, I recall you testified a few moments ago—— 

Senator Nixon. Excuse me. What is the significance, then, of the 
October date that you mentioned a moment ago? 

Mr. Firanacan. That is what Iam going to get to, Senator. 

I notice that you testified that on the 12th of October a policy was 
finally arrived at, and orders were issued by the Maritime Commis- 
sion preventing this type of chartering. Is that correct? 

Mr. Tuorr. What happened on October 12 was the issuance of an 
amendment to a general order by the Maritime Commission. ‘The 
effect of this was to require individual applications to be made to the 
Maritime Commission prior to chartering to aliens, for the carriage 
of cargoes to or from certain countries, or to the countries of the 
Soviet bloc. 

Mr. Franacan. That was the first time, then, that any action 
regulation had been issued by the United States Government with re- 
gard to this type of chartering ? 

Mr. Tuorp. I believe that is correct. 

Senator Hory. What year? 

Mr. FLanaGan. 1950, Senator. 

Would that decision of October 1950 have been accelerated by a 
letter I have here, dated October 5, 1950, directed to the Secretary 
of State by Secretary of Defense Marshall, in which he states: 

On January 17, 1950, my predecessor wrote to you relative to reports that 
United States-flag vessels were hauling highly strategic cargoes to and from 
Communist-controlled ports, and suggested that you recommend to the Chair- 
man of the Maritime Commission that he take action to control such trading 
in the interests of the national security of the United States. 

We will place this letter in the record as exhibit 48. 

Senator Hory. Exhibit 48. 

(The letter of October 5, 1950, was marked “Exhibit No. 48,” and 
will be found in the appendix on p. 722.) 
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Mr. Franacan. Would this letter of October 5, 1950, from Secre- 
tary Marshall to the Secretary of State have anything to do with this 
action which took place a week later ¢ 

Mr. THorp. I have no awareness of it from the point of view of the 
State Department. We had taken our final action on the matter in 
May. 

Mr. Franacan. You feel that the lag between May of 1950 and 
October 1950, when the regulations were actually promulgated, was 
ithe responsibility of the Maritime Administrator ¢ 

Mr. THore. Yes, I would think it was. 

Mr. FuanaGan. I have no further questions. 

Senator Horny. Senator Mundt? 

Senator Munpr. Is it the Department of Defense or the Depart- 
ment of State that has authority, Mr. Thorp, to determine what is 
necessary to protect the security interests of the United States? 

Mr. Torr. I think that is determined by the National Security 
Council, which is an agency on which both the State Department and 
the Defense Department sit, as established by Congress, for the pur- 
pose of assuring that there is a point at which this responsibility is 
placed. 

' Senator Munpr. Who controls that Council? Is it the State De- 
partment, or the Defense Department ¢ 

Mr. Tuorr. I think they are both equal members on the council. 

I wouldn’t be able to say that either did control it 

Senator Munpt. What happens if the vote is a tie? 

Mr. THorr. There are several other members on the council, but 
the Council determines policy and recommends it to the President, 
and, as always happens in the executive branch, if there is disagree- 
ment between two agencies and they can not resolve it themselves, 
the matter is referred to the President for his determination. 

Senator Munpr. In the instant case, there is very obviously direct 
disagreement between the Department of State and the Department 
of Defense, because for month after month after month first Louis 
Johnson and then Secretary Marshall had been urging the State 
Department to take steps which would authorize the Maritime Com- 
inission to stop this trade with Communist China, and the State De- 
partment had not been acting, because for whatever reasons it deemed 
prudent or proper or wise, they rejected these requests. 

Does that mean, then, that in the instant case it was the decision of 
President Truman that this trade should continue with Communist 
China? 

Mr. Torr. No. In the instant case, the general policy Pon 
China has been determined by the National Security Council. I do 
not believe that the specific problem which we are considering here 
had been taken to the Security Council. It could have been taken 
there by-Defense or by State, but to the best of my knowledge it was 
not raised in the Security Council but was left as a matter which was 
being worked on. 

Senator Munor. If it was not taken to the Sec urity Council, then 
it must follow that the State Department, at least at that stage of 
history, outranked the Department of Defense in determining what 
was necessary to protect our security interests. Because the Depart- 
ment of Defense was protesting bitterly against these shipments to 
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Red China, saying in letter after letter that they were jeopardizing 
the security of this country. 

The Department of State was not acting in conformity with the 
recommendations of the Secretary of Defense. So it must follow, 
then, that the Department of State was controlling the security policy 
of this country at this stage of history. 

Mr. 'THorp. Senator, [ think it is important to keep the timing in 
mind here. 

The first letter which came to the State Department from Defense 
on this was in January. 

Senator Munpr. January 17? 

Mr. Tuorr. January 17. Our statement to Mr. Wasson was on 
April 26, and our letter to the Maritime Commission was in May. 

So that, having in mind that this was a rather complicated matter, 
and there were discussions with the Maritime Commission as to what 
were the ways in which this could be controlled, I don’t believe that 
there was a feeling, during this period, of active antagonism on this 
subject between the two departments. 

Senator Munpr. Well, it actually required about 17 months, as I 
look at these letters, from the time when Louis Johnson first wrote to 
the Maritime Commission urging these shipments be stopped, until 
the State Department issued the appropriate recommendations to the 
Maritime Commission so that they could stop them. 

I think Mr. Johnson’s first letter to General Fleming was in Octo- 
ber 1949, was it not F 

Mr. Tuore. That is right; and the State Department letter was the 
following May. So that the total period would be about 8 months, of 
which 3 months was a period in which Secretary Johnson had not 
written to the State Department. So that our period on this actually 
is from his letter in the middle of January, to our action in the middle 
of May, 4+ months. 

Senator Munpr. The first letter was written, in protest by Louis 
Johnson, in October 1949. 

Mr. Tuorr. That was to the Maritime Commission and not to the 
State Department. 

Senator Munpr. That is right. Whereupon, the Maritime Com- 
mission, through General Fleming, subsequently contacted the State 
Department. So that it was placed before the State Department 
shortly after October 1949 by General Fleming. 

Mr. Tuorr. We can find no indication anywhere in the State De- 
partment that this was brought to the attention of the State Depart- 
ment in October; I mean, the fact of Secretary Johnson’s letter. 

Mr. FLANAGAN. It was brought to the attention of the State De- 
partment, was it not, some time in the fall of 1949, when ECA talked 
with Mr. Saugstad of the State Department. 

Mr. Torr. Oh, the problem? I thought we were discussing the 
position of the Secretary of Defense. 

Senator Nrxon. ECA’s objections were brought to your attention, 
but not those of the Defense Department. 

Mr. Torr. That is right. 

Senator Munpr. Is it your contention that the Maritime Com- 
mission, upon receipt of the letter from Louis Johnson, never con- 
tacted the State Department? Is that correct? 

Mr. Txorr. I am unable to find any evidence that the Maritime 
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Commission did contact the State Department, and we have searched 
the records. I certainly have no personal knowledge of it. 

Senator Munpr. So that white it was brought to the attention of 
the State Department in the fall of 1949, it was not brought to your 

attention by the Maritime Commission, but rather by the ECA? 

Mr. Tuorr. Of course, it was first brought to our attention by the 
visit that Mr. Falck reported on, in terms of the facts. It was then 
brought to our attention by the ECA in the fall, in discussions with 
Mr. Saugstad. 

Senator Munprt. I am talking about the first information which had 
been brought to the attention of the State Department, to the effect 
that it was an undesirable transaction from the standpoint of our 
security interest. 

That was first brought to you by ECA late in 1949. 

Mr. Tuorr. That is correct. 

Senator Munpr. So that from the late fall of 1949, at least, until 
sometime after October 1950, the State Department had not taken 
the proper steps or the necessary steps to stop the trading. 

Mr. Tuorr. Senator, I think I have regarded our action as being 
completed in the letter to the Maritime Commission of May 18. 

Senator Munpr. What year? 

Mr. THorp. 1950. 

Senator Munpr. What is the purport, then, of General Marshall’s 
letter to the State Department, dated October 5, 19504 He says: 

OCTOBER 5, 1950. 
The honorable the SECRETARY OF STATE, 

DeAR Mk. Secretary: On January 17, 1950, my predecessor wrote to you rela- 
tive to reports that United States flag vessels were hauling highly strategic 
eargoes to and from Communist-controlled ports, and suggested that you rec- 
ommend to the Chairman of the Maritime Commission that he take action to 
control such trading in the interests of the national security of the United States. 
Further, the letter mentioned that action by the United States would provide a 
basis for negotiating with those governments whose vessels were involved in 
this trade. 

In a letter dated May 18, 1950, Mr. James E. Webb informed this Department 
that a letter had been sent to the Chairman of the Maritime Commission re- 
questing that no United States flag vessels be chartered without specific approval 
of the United States Government for the carriage of cargoes of any kind to or 
from most Communist-controlled ports. It is understood that the Maritime 
Commission encountered legal-difficulties in issuing the necessary order to com- 
ply with this request, but it now expects to issue it shortly. 

Tankers and merchant vessels are under rigid export control. It seems incon- 
sistent, therefore, that the United States and the western nations permit the 
chartering to the Soviet Union of tankers and merchant vessels when the strategic 
value of these vessels is recognized in existing export control administration. 

In view of the foregoing, it is recommended that as soon as the Maritime Com- 
mission issues its order, representations be made to other governments with a 
view to obtaining action parallel to that of the United States. 

Faithfully yours, 
G. C. MARSHALL. 

It must have been that still in October trade had not been discour- 
aged or had not been objected to by the Maritime Commission. 

Mr. Tuorr. I think there are two points that may help to clear 
this us. ; 

One is that this letter was written a few days before the Maritime 
Commission issued its order. 

The second is that what Secretary Marshall was suggesting—and 
was followed up—was that this problem be taken up with other 
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maritime nations, so that they would also undertake to control char- 
ters of ships in the same way that we were undertaking to do it. 

I suspect that is the purpose of this letter, to suggest the follow-up 
with other countries. 

Senator Munpr. Other than your letter of May 18, did the Depart- 
ment of State take any steps to circumvent and stop trade with & om- 
munist China at this stage of history ? 

Mr. Tuorp. There is quite a long record on that, Senator, and I have 
already written a letter to Mr. Flanagan that outlines it in some detail. 

The history is one of steadily increasing the controls over commodi- 
ties which might go from the United States to China. 

The trade was relatively free, except for a limited number of items, 
until August 1949. There were certain items which were on what was 
known as a short-supply list, and the Department of Commerce re- 
quired licences for those items, and determined whether or not they 
might be sent. 

‘ou may recall that at that time, our control over trade with the 
Soviet bloc took the form of requiring licenses on all shipments to 
Europe, of all commodities. 

Senator Munpr. I recall that quite vividly, because that was granted 
by Mr. W. K. Remington. He had control of that. 

M. Triore. That, I think the Commerce Department would be thie 
first to say, bogged down very badly because of the volume of licenses 
that came into the office. And, therefore, in August 1949, a different 
procedure was followed, namely, that a list known as a positive list was 
made public, of commodities which were felt to have strategic signifi- 
cance. And those items were divided into two groups, first, those 
which required license anywhere in the world except Canada, and sec- 
ondly, those that required license to Europe; the second group adding 
items of rather less strategic significance. 

So that, beginning in August, 1949, licenses were required by the 
Commerce Department on all items of major strategic significance. 

This continued up until March, and, in March 1950, China was put 
into the Soviet bloc group, and licenses were required for all items, 
those of major and those of minor strategic significance. 

Now, within the licensing procedure which was carried on by the 
‘Department of Commerce, there were some items on which flatly no 
exports were permitted. There were other items on which limited 
amounts of exports were permitted, on the theory that one would 
determine what a minimum civilian requirement was and allow that 
much, but not to allow any substantial amounts, which might be used 
for building up military use. 

Senator keane. Did the State Department feel at that time that 
the disposition of the Communist rulers of China was such that if 
they simply exported from the free world to China the oil and gasoline 
and the military supplies which were to be used for civilian purposes, 
the Chinese Communist leaders would not think of depriving the 
civilian people of those things to use them for war ? 

Mr. Tuore. Well, one has to take that into account. And I might 
say that all the items of any considerable strategic significance were 
very carefully evaluated. Of course, the main item in our trade with 
China in this period was raw cotton. Actually, it is interesting to 
note—— 
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Senator Munpr. Was that considered a civilian, or a military com- 
modity ¢ 

Mr. TuHorre. That would normally be considered a civilian com- 
modity, unless some extraordinary amount went, except for cotton 
linters. Cotton linters has strategic significance. 

Senator Munpr. Is that a military classification, may I ask, or a 
classification of the Department of State? That is, that cotton is a 
civilian commodity ? 

Mr. Tuorr. The classifications on this have been worked out by an 
interdepartmental group working for the Commerce Department, 
which administers these things, and the State Department is merely 
one member of this group, along with Defense and other agencies. 

Senator Munpr. That group classified cotton in the civilian cate- 
gory; is that right ? 

Mr. Tuorr. Yes; that is correct. 

Senator Munpr. Has that group also classified on the matter of 
petroleum products, as to whether that is a military or a civilian 
commodity ¢ 

Mr. Torr. I don’t know that I would think that the classification 
is specifically military or civilian, because there are parts of a civilian 
economy or items for a military economy that are very important 
that would not be normally thought of as military items; I mean like 
machine tools. 

Senator Munpr. How about pretroleum products ? 

Mr. TuHorr. But on petroleum products, the classification has been 
done by this committee, and various petroleum products have at 
different times been treated differently. That is, aviation gasoline 
has always been regarded as of strategic significance, whereas petro- 
leum asphalt has not been given the same rating. 

Senator Munpr. How about ordinary gasoline for driving motor 
vehicles ? 

Mr. Tuorp. Ordinary gasoline has been in the category. for much 
of this period. And I might say that with the outbreak of the Korean 
war, all outstanding licenses in any of these categories were canceled 
for China. Ordinary gasoline has been in the category in which 
limited amounts were permissible, but it was kept under very careful 
observation in order to make sure that there was no build-up in the 
supplies during this transitional period that we are talking about. 

This period, from, let’s say, August 1949 on through to the out- 
break of the Korean war, was one in which there was a very rapid and 
extended increase in the restriction in the flow of goods to China; 
although I must say that the limitation had started much earlier than 
that for other reasons. 

The exports to China in 1948 were nearly $300 million, and in 
1949, they were about $80 million, of which cotton, as I said, was the 
largest item. 

And in 1950, they had disappeared. 

Senator Munpt. I refer to your letter of May 18, 1950, to the Chair- 
man of the United States Maritime Commission. 

The reason I inquired whether that was the only expression of senti- 
ment or opinion on the part of the State Department was because it 
loes not seem to me that that letter puts up a very vigorous case for 
the curtailment of these shipping operations to Communist China. 
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You will notice on page 2 that Mr. Webb, then Under Secretary of 
State, wrote: 

It is not the purpose of this letter to indicate that the Department is of the 
opinion that trading of United States-flag vessels with Soviet-controlled ports is 
in general undesirable. 
so that still, after 17 months or 15 months, or whatever it was, of 
discussion between the Department of Defense and the State Depart- 
ment, it seems to me you were damning with faint praise trade with 
Communist-controlled ports. By “you,” I mean the Department of 
State. 

Mr. TuHore. What we were doing in this letter was setting up the 
machinery with which to control it. But I might say that we had 
clearly 

Senator Munpr. It does not look to me like machinery for control- 
ling it. You say: 

It is not the purpose of this letter to indicate that the Department is of the 
opinion that trading of United States-flag vessels with Soviet-controlled ports is 
in general undesirable. 

It would look to me as though you were encouraging the Maritime 
Commission to go easy in regard to any effort to stop trade with Com- 
munist China or any other Communist-controlled area 

Mr. Torr. This indicates the type of problem, I ‘might say, that 
one gets into in this situation. If one made a flat judgment as of this 
period of time, it might have meant that certain items which we 
wished to obtain from Soviet-controlled ports could not be obtained 
by the United States, and therefore this was worked out with the 
Maritime Commission in such a way that each charter would be re- 
viewed by them, and it could be determined as to whether it was or 
was not something in the interests of the United States. But there 
was no embargo as of this period of time on all items of trade with 
Soviet ports. And there was a substantial flow of important items 
coming to us from Soviet ports. Therefore, this was intended to set 
up complete control, in the operation of which, one could be selective. 

Senator Munpr. Is the statement as of May 18, 1950, still a,correct 
reflection of State Department policy as of that time ‘ 

Mr. Tuorp. No: in December 1950, the United States Government 
declared a complete embargo on all shipping to China. 

Senator Munpt. To China? 

Mr. Tuorp. That is correct. 

Senator Munpr. How about the other Soviet-controlled ports? 

Mr. Tuorr. No. There is no embargo on shipping going to the 
European Soviet ports, although it is subject to review by the Mari- 
time Commission and consideration as to whether it is or is not de- 
sirable. 

Senator Munpr. Would it be a correct statement to say that as of 
this date, with the exception of China, it is not the purpose of the 
State Department, and I will read the statement again— 
to indicate that the Department is of the opinion that trading of United States 
flag vessels with Soviet-controlled ports is in general undesirable ? 

Would you say that with the exception of China, as of this date, 
that statement still holds true ? 

Mr. Tuorr. Yes, I think it is a rather loose statement, Senator, with 
the words that are there. I would think that actually the way this 
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operates now, is to consider whether or not a particular charter is in 
the national interest or not for cases other than China. 

As I said, in the case of China, the embargo is absolute. 

Senator Munpr. In December 1950? 

Mr. THorp. 1950. 

Senator Munpr. Right. 

Senator Nrxon. I note one section here. And I do not want to be- 
come involved in extraneous matter. But in the letter of the 17th, 
which Secretary Johnson wrote to the Secretary of State, he points 
out that: 

Norwegian-, Italian-, and Danish-flag vessels are engaged in this trade in 
addition to the United States vessels. Each of these nations is a Marshall-plan 
recipient and each is a signatory to the North Atlantic Treaty. It is thought 
that action by the United States would provide a basis for negotiations with 
those governments whose vessels are involved in this trade to seek comparable 
action. 

I was just curious as to whether this action, when it was taken by 
the State Department and finally implemented by the Maritime Com- 
mission—the action I understand was taken by the Maritime Commis- 
sion in May and implemented in October—whether, when that action 
was taken, the Secretary was given some consideration. 

Mr. Torr. Yes. As a matter of fact, it has been something on 
which we have been very active in our discussions, and a good many 
countries, some quite important in this field, like Panama, for in- 
stance, have taken parallel action. 

Senator Nixon. But in any event, the fact that the United States 
took decisive action in this instant case with which we are confronted 
gave you a basis for at least negotiating pretty decisively with these 
other countries who were engaging in much broader trade with the 
iy 

Mr. Tuorr. That is right. We can never persuade another country 
to do something we are not willing to do ourselves. 

Senator Nixon. And for that reason, the taking of this action in the 
long run probably had more far-reaching results than merely the 
cutting off of a few tankloads of crude oil and aviation oil to the 
Soviet Union. 

Mr. THorr. Yes, 1 am sure that isthe case. 

Senator Horry. Thank you, gentlemen, very much, for your ap 
pearance, 

‘The committee will recess until 10 o’clock tomorrow. 

(Whereupon, at 12:45 p. m., Monday, March 10, 1952, the hearing 
was recessed until 10 a. m., Tuesday, March 11, 1952.) 
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TUESDAY, MARCH 11, 1952 


Unrrep States SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
No. 251, Eighty-second Congress, second session, agreed to January 
94, 1952, in room 357 of the Senate Office Building, Senator Clyde 
R. Hoey (chairman of the subcommittee) presiding. 

Present: Senator Clyde R. Hoey, Democrat, North Carolina; 
Senator John L. McClellan, Democrat, Arkansas; Senator Hubert H. 
Humphrey, Democrat, Minnestoa; Senator Thomas R. Underwood, 
Democrat, Kentucky ; Senator Joseph R. McCarthy, Republican, Wis- 
consin; Senator Karl E. Mundt, Republican, South Dakota; Senator 
Richard M. Nixon, Republican, California; Francis D. Flanagan, 
chief counsel; Howell J. Hatcher, chief assistant counsel; Jerome S. 
Adlerman, assistant counsel; William A. Leece, assistant counsel; 
Louis Sornson, accountant; Ruth Young, chief clerk. 

Senator Horny. The committee will come to order. 

Mr. Morris, will you please stand up? Will you hold up your right 
hand? 

Do you solemnly swear that the testimony which you give in this 
hearing shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Morrts. I do. 

Senator Hory. Mr. Morris, will you please give your name and 
address to the reporter ¢ 


TESTIMONY OF NEWBOLD MORRIS, LOVEJOY, MORRIS, WASSON & 
HUPPUCH, NEW YORK, N. Y. 


Mr. Morris. My name is Newbold Morris. 

Do you want my street. address, Mr. Chairman ? 

Senator Horry. Yes; please. 

Mr. Morris. 340 East. Seventy-second Street, Borough of Man- 
hattan, city of New York. 

Senator Horry. And the name of your law firm? 

Mr. Morris. The name of the firm is Lovejoy, Morris, Wasson & 
Huppuch, of 52 Wall Street, New York. 

Senator Horry. How long have you been a member of this firm, 
Mr. Morris? 
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Mr. Morris. We formed it in 1946. In March 1946 the firm opened 
for the first time, under the name of Post, Morris & Lovejoy. Mr. 
Post subsequently died, and we changed the firm name. 

Senator Hory. Your firm engages in the general practice in New 
Y 0 rk? : 

Mr. Morris. Yes, sir. 

Senator Hory. Do you have a Washington office ? 

Mr. Morris. No, sir. 

Senator Hory. Mr. Morris, do you have a prepared statement you 
wish to make? 

Mr. Morris. No, Mr. Chairman. 

Senator Hory. In that event, then, Mr. Morris, I will ask Mr. 
Flanagan to conduct the examination. 

Mr. FLanaGan. Mr. Morris, do you recall that your law firm became 
counsel for United Tanker Corp. and China Trading Corp. in the 
fall of 1947? 

Mr. Morris. Was the question : Do I remember ? 

Mr. Fuanacan. Yes. 

Mr. Morris. Yes; I do. 

Mr. Fuanacan. Did you personally take any part in obtaining these 
clients for your firm? 

Mr. Morris. No. No; I did not. 

Mr. Fuanacan. Did you take any personal part in the official 
negotiations with the Chinese representatives of China Trading, who 
at that time were seeking tankers ? 

Mr. Morris. No; I didn’t. 

Mr. Fianacan. Who, in your firm, handled this matter at the very 
beginning? 

Mr. Morris. Houston Wasson. 

Mr. FLuanacan. Do you recall that your firm submitted the original 
applications for tankers to the Maritime Commission for both China 
Trading and United Tankers in December 1947 ? 

Mr. Morris. Yes; I do. 

Mr. FLanacan. Did you personally take any part in the prepara- 
tion of submission of those applications ¢ 

Mr. Morris. I made two visits to Washington. One was in Decem- 
ber; at which time I called on the Chairman of the Maritime Com- 
mission, Admiral Smith, to inquire as to whether it might be possible 
for foreign bidders to acquire surplus war-built vessels directly from 
the Maritime Commission. 

Mr. Franacan. What foreign bidders did you have in mind at that 
time ¢ 

Mr. Morris. At that time Mr. Wasson told me about China Trading 
and Industrial Development Corp. and Chinese Petroleum Corp., and 
the need for acquiring tankers to carry oil from the Persian Gulf to 
the Formosa and other Chinese refineries as part of their postwar 
reconstruction program after the Japs got out. And I came a n on 


a mission really of inquiry, to find out “whether foreigners could stil! 
acquire surplus vessels from the United States Government. That 
was the extent of my first mission. 

Mr. Fuanacan. Why didn’t Mr. Wasson, who had been handling 
the matter up to that point, come down and see Admiral Smith, rather 
than yourself ? 
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Mr. Morris. Because he was involved in the organization of the 
corporation and the various preliminary or ganizational details, and 
in that firm we work as a team. I often have problems in settling 
estates, and I go to another member of the firm and ask him if he 
will look into something for me. Mr. Wasson asked me if I would 
come down, and that is the only reason I can think of. 

Mr. Fuanacan. This meeting with Admiral Smith was prior to the 
time you submitted your applic ‘ation ? 

Mr. Morris. I believe it was, Mr. Flanagan. 

Mr. FLANAGAN. Do you recall where that meeting was held, Mr. 
Morris‘ 

Mr. Morris. It was in his office. I didn’t know Admiral Smith or 
any other member of the Commission. 

Senator Munpr. Mr. Morris, who made the appointment for you? 
Was the appointment made by the White House ‘ 

Mr. Morris. What? Excuse me? 

Senator Munpr. Was that appointment made by the White House? 

Mr. Morris. The White House? No, sir. I think Admiral Smith 
called, or his office. 

Senator Munpr. Did anybody from the White House go with you 
to the office of Admiral Smith ? 

Mr. Morris. Goodness sakes, I wish they had. I didn’t know any- 
body in the White House. 

Senator Munpr. Your answer is that they did not? Who intro- 
duced you to Admiral Smith? 

Mr. Morris. It was just the way I introduced myself to you. I 
eame up and shook hands with you. You never saw me, although 
we had been corresponding quite a bit. 

Senator Munpr. Your testimony is that you went into Admiral 
Smith’s office alone 

Mr. Morris. Absolutely alone, and cold. 

Senator Munpr. And nobody introduced you to him ¢ 

Mr. Morris. And I never knew him before. 

Senator Munpr. Nobody preceded that with a phone call? 

Mr. Morris. I think I probably called his secretary and asked for 
an appointment. 

Senator Munpr. But nobody else? 

Mr. Morris. Absolutely nobody. I don’t know anybody in Wash- 
ington yet. 

Senator Munpr. You and I got acquainted this morning, so you 
are getting acquainted slowly. 

Mr. Morris. Now I know one Senator. So I am one up. 

Senator McCarruy. Do I understand your testimony to be that 
no one from the White House helped you make your original contact 
with the Maritime Commission ¢ 

Mr. Morris. Senator, as many times as I am asked that question, 
I will say “No.” I swore to tell the truth, and that is the truth. 

Senator Munpr. Mr. Morris, do you know a man in Washington, 
or did you know a man in Washington, at that time, in the White 
House, by the name of Turner? 

Mr. Morris. Turner ? 

Senator Munor. Turner. 

Mr. Morrts. I never heard of anybody by the name of Turner work- 
ing in the White House. 
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Mr. Fianacan. Mr. Morris, at the time that you had this conver 
sation with Admiral Smith, 1 gather from your testimony that you 
asked him whether or not this afien corporation, namely, China Trad- 
ing, could obtain surplus vessels; is that correct ? 

Mr. Morris. I don’t remember whether I mentioned the name ot 
the corporation, because as soon as he told me that there were more 
I think it was he that told me that there were more citizen bidde: 
than there were vessels, and I think he told me, and it is hard to . 
member a conversation of more than 4 years ago, but I remember 
came back and I told Mr. Wasson that there didn’t seem to be any 
hope of obtaining vessels directly from the Maritime Commission b\ 
any foreign bidder. 

Senator McCarruy. Mr. Morris, may I interrupt you again?’ | 
think for your own protection you should be told now that there wi! 
be testimony that the original appointment was arranged by the 
White House. I think you should search your memory deeply at 
this time and remember for certain whether or not someone fron 
the White House made that engagement for you with the Maritiny 
Commission ; anyone in the White House. 

Mr. Morris. Well, Senator, since you put it to me that way, wil! 
you let me just think for a second ? 

Senator McCarruy. May I suggest this, while you are thinking 
about it: that you also explore in your mind the question whethe1 
someone in your office contacted the White House and had the appoint 
ment made for you. As I say, for your protection, you should be not 
fied, I think, now, that the White House made the original appoint 
ment with the Maritime Commission. 

Mr. Morris. Well, now, let me see. We had five partners, and | 
think I can say I am absolutely sure that nobody in my firm knew an) 
individual in the White House. I would be very much surprised if 
any testimony was introduced which would lead anyone to believe tha‘ 
And I just know that if I called the White House it would be some 
thing I would never forget, because it would be the first time and onl) 
time I ever did call the White House, until 1 was asked to come dow: 
here on this unhappy mission. 

Excuse me. I really would remember if I had called the White 
House personally. 

Senator McCarry. You do definitely recall—pardon me for 1 
peating. I know that.a man’s memory does not stay too fresh some 
times over the course of years, and that is why I tell you what ti 
testimony will be. But let me ask you again. Do you definitely reci!! 
that you went to the Maritime Commission the first time alone, accom: 
panied by no one? And also, the first time you saw Admiral Smith ¢ 

Mr. Morris. I am just trying to think what would require my cal! 
ing the White House if I was to make an appointment with Admiral 
Smith. I know that Mr. Wesson didn’t go with me. I am pretty sur 
[ wasn’t shadowed. And I believe that I walked into Admiral Smith's 
office alone, although some member of his staff may have been in ther 
But Iam pretty sure he was alone. And I think another question was 
Did I know him before, and was that the first time I met him. [| am 
pretty sure it was. 

Mr. Franacan. After you came back from Washington and you! 
first visit with Admiral Smith, did you have any discussion with M: 
Wasson or with any of the C hinese representatives of China Trading 
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as to how you were going to attempt to obtain these vessels in view 
of the fact that the Chinese themselves couldn’t get them ? 

Mr. Morris. What was that question? Could I have the reporter 

ead it? 

(The pending question was read by the reporter.) 

Mr. Morris. Well, when I returned from Washington, I went back 
to work, and I don’t think it was until a little while later that Mr. 
Wasson told me about the organization of United Tanker Corp. 

Mr. Fianacan. And what did he say the purpose of organizing 
United Tanker was? 

Mr. Morris. I think he was trying to establish some method of 
acquiring tankers which would be in ‘complete compliance with the 
Shipping Act. 

Mr. Fianacan. In other words, he was trying to get an American 
corporation which would be able to get these tankers in compliance 
with the Ship Sales Act? 

Mr. Morris. To satisfy the Maritime Commission that there was 
complete compliance with the law; yes. 

Senator McCieian. Mr. Morris, was that what you had in mind 
when you stated a while ago that you found out that the company 
you were interested in could not get the tankers directly? Is that the 
significance of your statement that then you undertook to devise some 
way indirectly to get what you wanted ? 

Mr. Morris. No, I didn’t undertake anything, directly or indirectly. 
I came back and told him that it looked impossible for a foreign 
puschalee to acquire tankers, when there were so many citizen bid- 
ders. 

And then I, as I say, concentrated on the things I was interested 
in, unrelated to this business. And it was some weeks later, I think— 
obviously it would take him some time to organize key American 
personnel with shipping experience, and I cannot remember the exact 
date, but some time thereafter he told me about the organization of 
United Tanker. 

Senator McCietian. You used the word “directly,” and I thought 
it might have some significance, in view of the general ramifications 
of these transactions that we have been investigating. 

It seems to me like a good many things have been undertaken by 
an indirect approach to the acc omplishment of things that could not 
be accomplished by a direct approach, and I wondered if your use 
of that word had any particular significance at this point in your 
testimony. 

Mr. Morris. I would like to find out, if I could, exactly how I used 
the word “directly.” 

Senator McCLeLtan. You may pass it up for the present. I under- 
stood you to say you learned from Admiral Smitih that the foreign 
companies could not get ships directly. 

Mr. Morris. Well, that is a fact. 

Senator McCienuan. So that gave some implication of the idea 
that then, thereafter, you undertook to find an indirect way to accom- 
plish what you could not accomplish directly. 

Mr. Morris. Well, Senator, there were two methods of acquiring 
surplus war-built vessels, if you need them. One is to obtain a direct 
allocation from the Maritime Commission. The other is to purchase 
them in the open market, wherever you can get them. 
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Now, it happened there were other bidders who were more fortunate, 
who did get them. That would be what you might call not getting 
them directly from the Maritime C ommission, but | getting them after- 
ward. 

Senator McCLetxan. I am not implying there was not a legal way 
to do it indirectly. But you had used the word “directly” and | 
wanted to get what significance was attached to that statement. 

Mr. Morris. Well, if anybody will give me a better word, I will 
use it. 

Mr. Fuanacan. Mr. Morris, who, then, conceived the idea of sub- 
mitting to the Commission two applications for ships, one in the 
name of China Trading and the other in the name of United? 

Mr. Morris. You mean in whose brain was the idea born ? 

Mr. Fuanacan. Yes. 

Mr. Morris. Well, if you put it that way, I think probably Mr. 
Wassen, in his desire to bend over backward and make complete dis- 
closure, decided that the best method would be to submit alternative 
bids, so that it would be quite obvious to the Maritime Commission 
and the staff that the financing would be from foreign sources. The 
principal source of financing would come from the very same source 
that the China Trading bid—— 

Senator McCarruy. May I interrupt, Mr. Morris? 

When you refer to alternative bids, you refer to bids by two dif- 
ferent companies, not two bids for different sums of money ? 

Mr. Morris. No. 

Senator McCarruy. The price was fixed. 

Mr. Morris. Well, the statutory sales price, I think, was in each bid. 

Senator McCarruy. In other words, the price was fixed. So that 
when you talk about two bids, you don’t talk about bids at different 
figures. You merely talk about bids in the name of different com- 
panies; is that correct ? 

Mr. Morris. That is right. 

Senator McCarruy. Thank you. 

Mr. Morris. I mean that those who were interested would be equally 
happy whether the tankers were awarded to the China Trading group 
in response to its bid, or United Tanker, and there was no atte mpt at 
subterfuge, no failure to disclose. 

Senator Nixon. Did the same people control both companies? 

Mr. Morris. No, sir. United Tanker always was and still is under 
citizen, United States citizen, control. 

Senator Nixon. The reason I ask is that as I understood you, you 
said that those who were interested would have been just as pleased 
had the tankers been awarded to either company. 

Now, when you referred to those who were interested, were you 
referring to the people who were putting up the money ? 

Mr. Morris. Well, the people who were putting up the money ob- 
viously were interested in getting ships to carry oil from the Persian 
Gulf to the refineries in Nationalist China, as part of the postwar 
reconstruction program, and the ships would have received payment 
in ECA dollars. And in fact they did. 

Senator Nrxon. Then in both companies the same people were put- 
ting up the money ? 

Mr. Morris. I think that is a fair statement, that in one company 
it was all Chinese capital, and also control. That was China Trading. 
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And in the other company, all the control was in United States cit- 
izens, and the preponderance of the capital was foreign. 

Senator Munovr. All but $6 was foreign. ‘The $6 was put up by 
American citizens. 

Mr. Morris. Well, when the $6 was put up, you had nothing but a 
hollow shell. There were no assets, no tankers, nothing but a corpo- 
rate entity. 

Senator Munpr. How much additional did those three men put up? 

Mr. Morris. They put up a lot of work and experience. 

Senator Munpr. I am talking about money. How much additional 
money did they put up‘ 

Mr. Morris. Well, sometimes you don’t think in terms of money 
alone. There are a lot of other things of value besides money. 

Senator Munpr. That is right. I grant that. But I want to find 
out how much additional money they put up. 

Let me ask you the question this way: How much additional money 
did they put up, plus the $6? 

Mr. Morris. Until you said “$6,” I didn’t know what it was. It 
was a nominal amount. I have been following you in the papers, so 
I found out. But I knew it was a nominal amount. 

We don’t talk about $6, or $4. I knew it was a nominal amount. 
You knew it was, and the Maritime Commission knew it was, and 
everybody knows it was. 

Senator Munpr. The Maritime Commission was never advised, 
according to Mr. Wasson. 

Mr. Morris. They knew that the substantial investment was foreign, 
and that the nominal investment for purposes of control United States. 

Senator Munpr. That is correct, but they did not know how com- 
pletely nominal it was. They did not know it was $6. 

Mr. Morris. Well, when you first organize a corporation, you are 
going away back before there was anything but this hollow shell or 
corporate entity. The equity today is worth a great deal, and I and my 
colleagues on the board of trustees are responsible for using the funds 
from that equity, the funds that come in, with no compensation to 
ourselves. So the equity today is worth a great deal. But before there 
were any ships, it was worth—you said $2; I don’t know if it was worth 
that. 

Senator Munpr. Two dollars tothe American. Substantially more 
to the Chinese. 

Mr. Morris. I don’t think it was worth anything to the Chinese. 
I think their original contribution was something like $2,000 for work- 
ing capital for organization purposes. 

Senator Munpr. You have not quite answered my question, as to 
how much additional cash the three Americans ever put into the 
corporation. Not legal advice, not shipping experience, not influence, 
not anything, but cash. 

Mr. Morris. Now, I can only tell you what has been told to me by 
Mr. Wasson, because I was not even there when they turned ove r the $2. 

Senator Munpr. Let us give them credit for $6. That was $2 apiece. 

Mr. Morrts. I think this is a true statement, but as T say, whatever 
I know about the financing is second-hand, from Mr. Wasson, and he 
probably told you this answer. I don’t think they put up any addi- 
tional funds. They did a lot of work, and they gave years of experi- 
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ence in shipping. A lot of people take stock in the way of 
compensation. 

Senator Munpr. You and I and Mr. Wasson agree on that. 

Go ahead. 

Mr. Fuianaaan. Mr. Morris, prior to the time that you submitted 
these applications for the ships, in December, it appears from our 
exhibit No. 10, which I will show you in a moment, that you had a 
conference with Mr. Carroll Perry of the Maritime Commission. Do 
you recall that conference ¢ 

Mr. Morris. Yes. 

Senator McCarruy. First may I interrupt! I was interrupted | 
the two junior Senators before I got an answer to my question. 

Senator Munpr. I apologize on behalf of Mr. Nixon. 

Senator McCarruy. Mr. Morris, you still have not answered thie 
question of whether the control would be in the same individuals, 
whether United Tanker or China Trading received the ships. In other 
words, as I recall, you said there were alternate bids, one for United 
r “a ® * ‘ 
ranker, one for China Trading. 

Mr. Morris. Yes. 

Senator McCartuy. Both bids were for the same figure, | 
understand. 

Mr. Morris. Yes. 

Senator McCarruy. Question: Would the control of the shipping 
be any different whether the China Trading or the United Tanker 
bid were accepted ? ) 

Mr. Morris. Well, China Trading had directors from a foreign 
country, just as a British corporation would have. 

Senator McCarrny. I understand that. 


Mr. Morris. And United Tanker, all the officers, the stockholders, 
and the directors were United States citizens. 

Senator McCartny. All right. 

(Juestion : Was it intended that if United Tankers got the shipping, 


the control ultimately would be lodged in the same people as though 
China Trading received the shipping ? 

Mr. Morris. You said control would be lodged in the same people?! 

Senator McCarruy. Yes. 

Mr. Morris. The answer to that, Senator, is unqualifiedly “No.’ 

Senator McCarrny. All right, then. Another question. United 
Tankers actually received some shipping, some tankers. And the 
tankers received by United Tanker were turned over to China Trad- 
ing; is that correct ? 

Mr. Morris. The tankers obtained directly from the Commission! 

Senator McCarrnuy. No; I am not talking about that. 

The tankers that United Tanker finally got were turned over to 
China Trading; is that correct ? 

Mr. Morris. What? The tankers—— 

Senator McCarruy. You did not hear me? 

Mr. Morris. The tankers which were finally turned over ? 

Senator McCarruy. We will start all over. 

United Tanker finally got their hands on their tankers. 

Mr. Morris. United Tanker acquired tankers. I don’t know 
whether you would call that getting their hands on them. 

Senator McCarrny. I will say United Tankers acquired some tank- 
ers; is that correct ? 
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Mr. Morrts. That is correct. 

Senator McCartruy. Those were tankers which were acquired in- 
directly from the Maritime Commission; right ? 

Mr. Morris. They were acquired from those who were fortunate 
enough to get them ‘directly. 

Senator McCarrny. The tankers originally were held by the Mari- 
time Commission ; right ? 

Mr. Morris. That is correct. 

Senator McCarruy. Finally, United Tanker acquired some of those 
tankers. 

Mr. Morris. That is correct. 

Senator McCarruy. And after United Tankers acquired some of 
these tankers, what then happened to them ? 

Mr. Morris. Well, they acquired them, as I remember, or they— 
they operated them under a bareboat charter and chartered them, as 
[remember. Now, this is second-hand, because I wasn’t there. As I 
remember, they chartered them, I think—whether it was a consecu- 
tive—I know it wasn’t a bareboat—it was probably on a voyage 
charter basis. And China Trading, in turn, chartered them, as I re- 
member. And please bear in mind that this is second-hand. 

Senator McCarruy. Well, you were their attorney, were you not? 

Mr. Morris. Not me, no. Mr. Wasson was. 

Senator McCarrny. Your firm was. 

Mr. Morris. Yes, but I was off working on other things. 

Senator McCarriy. I see. Go ahead. 

Mr. Morris. And I think China Trading in turn chartered them to 
Chinese Petroleum Corp., which was and is a Nationalist Govern- 
ment agency. 

Senator McCarrny. Then the tankers which were acquired by 
United Tanker ultimately were chartered to or through China Trad- 
ing; right? 

Mr. Morris. Well, China Trading, Senator, under those cireum- 
stances, took the risk. They might have lost money on it, or might 
have made money, but China Tr ading was a financial—— 

Senator McCarrny. Will you try and listen to my question ? 

Will you read the question, Mr. Reporter? 

(The reporter read the question referred to, as requested.) 

Mr. Morris. That is right. 

Senator McCarrny. That is correct. So, then, actually, it did not 
make any difference to you or your clients whether the bid of United 
Tankers or China Trading was accepted by the Maritime Commission. 
That is correct, is it not? That the tankers which United Tanker 
got ultimately—— 

Mr. Morris. You make a—— 

Senator McCartny. Wait. Try and listen, will you, please? 

The tankers which United Tanker got ultimately were chartered to 
go through China Trading, so that it made no difference to your 
chents canons whether the Maritime Commission accepted the 
bid of United Tanker or China Trading. Is that correct? 

Mr. Morris. I don’t think I can answer that, when you say, “Does 
it make no difference?” Because they never told me whether it made 
any difference or not. 

Senator McCartuy. They did not? 

Mr. Morrts. And also, in your first question you said “your clients 
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and you.” And I would like to straighten out a misapprehension. 
I don’t know if you are an attorney or not. 

Senator McCarruy. Some of my clients have questioned that, too, 

Mr. Morris. But my firm does not operate ships. Mr. Wasson 
prepared the certificates of incorporation, and he negotiated the 
mortgages and attended to the closing of the mortgages and other 
financial details, but Mr. Wasson at no time has ever operated ships. 
He represented a client, and what the client does is not his business in 
the operation of ships. ‘ 

Senator McCarrny. Let us get back to this again. 

Mr. Morris Well, that is very important, Senator. 

I have a note here from my wife: “Keep your shirt on.” 

Senator McCarrny. I am not trying to cross-examine you. I am 
trying to get this picture straight. 

You were representing both United Tanker and China Trading. 
As a lawyer, you were not representing adverse interests. Am | 
right ? 

Mr. Morris. No. My firm was first consulted by China Trading, 
and then, after the United Tanker Corp. and its facilities were organ- 
ized—I think this is correct; you can recall Mr. Wasson, but I think 
after that we became attorneys for United Tanker, and I don’t believe 
that after the foreign bid wis unsuccessful our firm represented China 
Trading. 

Senator McCarruy. Let me ask you this: You said you put in 
alternate bids. You went to the Maritime Commission, I understand, 
and you put in a bid for both United Tanker and China Trading. 

Now, as a lawyer, you, of course, were not representing adverse 
interests, were you ? 

Mr. Morris. Adverse interests? 

Senator McCarruy. Yes. 

Mr. Morris. Well, I don’t think you could describe them as—they 
have nothing to do with each other. 

Senator McCarrny. All right. Before you put in the alternate 
bids, one for United Tanker and the other for China Trading, did 
you discuss with United Tanker, the men who controlled United 
Tanker, the fact that you were putting in a bid for China Trading? 

Mr. Morris. Not I; no, sir. I didn't. 

Senator McCarruy. Now let me ask you this question—— 

Mr. Morris. Senator, how could one better make full disclosure to 
the Maritime Commission than to lay all your cards on the table and 
say, “Gentlemen, here are two bids. ‘The purpose of each bid is similar 
to the other. And the purpose is to obtain ships to carry oil from 
the Persian Gulf to the Chinese refineries after the Japs get out.” 
And you helped to get them out. 

Senator McCarruy. Thank you. Did it make any difference to 
you or to your clients whether the bid of United Tanker or China 
Trading was accepted ¢ 

Mr. Morris. Did it make any difference ? 

Senator McCarruy. Yes. Did you feel that it would make any 
difference to your client whether the United Tanker bid or the China 
Trading bid were accepted ? 

Mr. Morris. Well, now, I will answer that question only in this 
way. Because they did not tell me. But I think that they have, and 
are entitled to have, a little pride—I think those who are concerned 
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with China Trading are entitled to have and probably did have some 
pride about their own ability to operate ships. And from that point 
of view perhaps it did make a difference, because if you were a United 
States citizen and wanted to do business in a foreign country, and 
they said “No, you can’t do business in a foreign country, because 
we don’t like your origins”—I think your pride would be hurt. Ex- 
cept for that psychologic: al factor, I don’t think now, looking back- 
wards, after we have seen what we have done with those ships and 
the profits that have come from them, using them for philanthropic 
and eleemosynary purposes—I don’t think it has made much differ- 
ence, looking backwards. But I am trying to be frank with you and 
give youa picture about these young men, for whom I have the highest 
regard. And so would you, if you knew them. 

Mr. Franacan. Mr. Morris, I refer your attention to our exhibit 
No. 18, which indicates that you had a conference with Mr. Carroll 
Perry, of the Commission, and I was asking you about that. Do you 
recall that conference with Mr. Perry, prior to the submission of your 
application for these tankers? 

Mr. Morris. I couldn’t tell you now, from my memory, whether 
I saw Mr. Perry the same day I saw Admiral Smith, but he is one 
of the first officials in the Maritime Commission whom I asked about 
plans for disposing of surplus ships. 

I think he was in charge of whatever—I have forgotten the name 
of the division or bureau that was in charge of the disposal of surplus 
vessels. And whatever conversation we had was exploratory, as I 
remember, and I think I saw him two or three times thereafter, in 
connection with these applications. 

Mr. Fianacan. And | suppose that you asked him the same ques- 
tion, generally, that you had asked Smith, regarding citizenship 
requirements for obtaining tankers? 

Mr. Morris. Yes, I think probably—because you can always spend 
a little more time in getting fuller details—I think I go fuller details 
from Mr. Perry than I did from Admiral Smith. I didn’t have a 
very long meeting with Admiral Smith. 

Mr. Fuanacan. I also refer your attention to another letter, dated 
December 11, 1947, addressed to the Secretary of the Commission, 
and signed on the typewriter with your name. I will show you this 
letter and ask you if you recall that letter. 

I will place that letter in the record, if I may, Mr. Chairman. It 
is not in the record. 

Senator Hory. That will be exhibit 49. 

(The letter referred to was marked “Exhibit No. 49” and will be 
found in the appendix on p. 722.) 

Mr. Morris. Yes. That letter is not only my letter. I signed it. 
But I even see the initials of my secretary, who is still with us. And 
there is no question about it that that letter was sent by me to the 
Secretary of the Commission. 

Mr. FLuanaGcan. Now, that letter indicates, in substance, that you 
were submitting two applications, one by China Trading, and the 
other by United Tanker. And it is asking if one wasn’t considered, 
to consider the other. 

In other words, is it not true, Mr. Morris, that you were sub- 
mitting these applications in the alternative? 


Mr. Morris. Well, I said that. And so did Mr. Wasson. 
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Mr. Fianagan. Yes. There is no doubt about that. 

Then, to amplify some of the questions Senator McCarthy aske«(. 
your law firm was interested in getting two tankers, either throug! 
China Trading or through United. 

Mr. Morris. How many tankers? 

Mr. Franacan. Two, I believe. 

Mr. Morris. Yes; I guess it was. 

Mr. FLranacan. Two. 

Mr. Morris. Yes. The Commission wee take its choice. 

Mr. Fuanacan. That’s right. And as far as you, as the attorney- 
were concerned, you did not care whether China Trading got tl. 

tankers if they could do so under the law, or you did not care whet] 
United got the tankers. Is that not true? 

Mr. Morris. You mean my firm did not care? 

Mr. Fianacan. That’s right. 

Mr. Morris. I don’t think my firm cared. We were attorneys. 

Mr. Wasson was preparing applications and mortgages. 

Mr. FLANAGAN. pe but you were attempting as attorneys to ge 
some tankers for your clients. Isn’t that a fair statement? 

Mr. Morris. I think a fairer statement would be that we, as attor 
neys, advised our clients as to how they could proceed under the Ship 
Sales Act, and advised them in connection with details. But I think 
the words “attempted to get tankers”—I don’t think that is fai 
Because that isn’t an attorney s job, to attempt to get tankers or any 
other kind of commodity. 

Senator Horry. Mr. Flanagan is asking you if it would not have bee 
entirely satisfactory to your firm it had been awarded to either one 
on these applications. In other words, you submitted two applica 
tions, and they were both for tankers. Now, if you had gotten then 
on either one, it would have been satisfactory ¢ 

Mr. Morris. Mr. Chairman, I don’t think a law firm feels concerned 
with policy. 

Senator Hoey. I did not ask you about policy, Mr. Morris. 

Mr. Morris. I mean, you can’t be happy or unhappy or satisfied or 
dissatisfied. Mr. Wasson’s job was to prepare applications, and he 
did. And the applications were submitted. I really can’t tell you 
I don’t remember whether I felt satisfied or unsatisfied or happy or 
unhappy. I had work to do and a lot of things to think about.  Sat- 
isfaction implies setting back and oe a big cigar and putting 
your feet up and seeing you ‘are satisfied. I don’t recall feeling that 
way. 

Senator Hory. My question, Mr. Morris, was this. You had filed 
these two applications. You were glad to get either one of them. But 
if you did not get them both, if you got either one, it practically served 
the same purpose. 

Mr. Morris. Mr. Chairman, I respectfully say that the only people 
that could be glad or not glad would be your clients, not the lawyers. 

Senator Hory. Was there not such a working agreement between 
your clients that in the event either application had been acted upon 
favorably, the other would have been assured of some participation / 

Mr. Morris. I am sorry. I didn’t hear a couple of words. I got 
most of it. 
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Senator Hory. I say, was it not a fact that there was such an under- 
standing between your two clients that in the event either application 
had been acted on favorably, the other would have been participating 
in it? 

Mr. Morris. Well, if you mean—you see—— 

Remember what Oliver Wendell Holmes had to say about words? 
They mean a lot of things. 

“Participating” can mean a lot of things. 

Senator Horny. Well, in other words- 

Mr. Morris. If you say that China Trading had a financial—was 
making either operation financially possible, together with Chinese 
Petroleum, which, looking backwards, we know now, advanced 
amounts on account of charters, which was part of the financing— 
then the words you used—what was the word ¢ 

Senator Hory. Participating. 

Mr. Morris. “Participating” is correct. But if by “participating” 
you are getting into the degree of control, then I will have to give 
you another answer. 

' Senator Hoey. I did not say anything about control. 

Mr. Morris. I just wanted to be clear 

Senator Horry. I was just trying to ‘find out whether or not with 
these two applications filed, if either was granted the other was going 
to have a chance to work out their problems i in connection with each 
other, and that that was understood. 

Mr. Morris. That either group was going to—well, if China Trad- 
ing got the allocation, then there would be no need for United Tanker. 
It would still be a hollow shell, and would have probably dissolved. 
But China Trading’s application was not—in fact, neither of the ap- 
plications were accepted by the Maritime Commission, which shows 
about how much influence I have in Washington. 

Senator McCiettan. May I ask a question at that point? 

Now, as I understand it, the China Trading Corp. was wholly owned 
by Chinese interests, and wholly financed by Chinese interests. 

Mr. Morrts. Senator, as far as I know, that is a correct. statement. 
I never looked at the bank balances. 

Senator McCietian. Well, now, did you not so understand? That 
it was wholly owned by foreign interests? 

Mr. Morrts. Oh, yes. 

Senator McCrruian. All right. You understood that. 

Mr. Morris. I understand it. But don’t get me on a perjured state- 
ment, if you find out that Alfred Sloan owns a couple of shares or 
something like that. I don’t know. 

Senator McCieitxian. Mr. Morris, I do not know that. I think you 
are unusually apprehensive. 

Mr. Morris. I am trying to tell the whole truth, but when some- 
thing you ask me to answer which is not of my knowledge—I have to 

say that is within the best of my own information. 

Senator McCiettan. That is perfectly all right. You have an- 
swered that that is your understanding. I have no ) objection tothat. I 
am trying to clear the record. 

Did not the same interests that owned and controlled the China 
Trading Corp. have a $2,000 interest as against a $6 interest in the 
United Tanker Corp. ? 
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Mr. Morris. I think Mr. Wasson testified on that, and I will accept 
his testimony. 

Senator McCuetian. All right. Then the financial interest of the 
two companies was one and the same, save a $6 ratio as compared to a 
$2,000 ratio in the United Tanker Corp. Is that not correct? 

Mr. Morris. That is not quite—you see, it is not quite correct. Be- 
cause whereas China Trading, if its bid had been entertained by the 
Maritime Commission, would have probably seen through the entire 
financing, as matters developed there were other sources ‘of financing 
United States banks put money into it. Chinese Petroleum Corp., 
Nationalist agency, put money into it. So I think it would be much 
more interesting for you if you would look at it from this end instead 
of the other end. 

Senator McCietxan. I am trying to look at it from the record and 
the facts. One company that has applied for these ships is wholly 
owned and financed by Chinese interests. No American interest or 
investment is involved. That is the China Trading Corp. I believe 
that is correct, from your understanding, and from other testimony. 

Mr. Morris. You mean when the corporation was formed and was 
still a hollow shell, the preponderance of capital was foreign ? 

Senator McCietian. No; 1 am asking you now about China Trad- 
ing Corp. 

Mr. Morris. Oh. 

Senator McCietian. China Trading Corp. was wholly owned, all 
of the capital, all of the control, under China, at the time this applica- 
tion was filed with the Maritime Commission ? 

Mr. Morris. Was under Chinese control ? 

Senator McCriettan. Under Chinese control. 

Mr. Morris. Oh, I don’t think there is any argument about that. 
I don’t know. 

Senator McCrietian. I don’t think there is either. That is all I 
want. I am trying to show the comparison here now. 

The United Tanker Corp., as of the time that application was 
made by it for ships to the Maritime Commission, was what you call 
a shell, a hollow corporation, with no assets except $6 contributed by 
American citizens and $2,000 contributed by the same financial inter- 
ests that owned, completely owned, and controlled, the China Trad 
ing Corp. Is that not correct ? 

Mr. Morais. If you are talking in dollars, that is correct, probably. 

Senator McCietian. I am talkirig i in dollars. 

Mr. Morris. Well, how about the ‘experience ? 

Senator McCietxian. I did not ask you that. I will bring that 
along. 

Now, with regard to the other assets involved, all of which you say 
is a shell as of this time, the only other asset that is involved in the 
United Tanker Corp., besides the $6, is the fact that the three direc- 
tors who control it are American citizens. Now, that is the only 
difference. Is that not true? 

Mr. Morris. That is the only difference between United 

Senator McCietian. Yes; and China Trading. 

Mr. Morris. Well, that is a tremendous difference. United States 
control and foreign control is no different ? 

Senator McCietxan. I did not say that. 

Mr. Morris. I said it. 
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Senator MoCuiewian. Allright. You are saying it. 

Mr. Morris. You said there is no difference? I say there is a lot 
of difference. 

Senator McCie.uan. I asked you if that was not the only difference. 

Mr. Morris. I said it wasn’t. 

Senator McCietuan. What is the other difference? 

Mr. Morris. I said the other difference is that you have United 
States control of a corporation. 

Senator McCienian. In theory, or in actual practice? 

Mr. Morris. In fact. 

Senator McCuexuan. In fact. 

Mr. Morris. Yes, sir. 

Senator McCietian. Despite the fact that one interest has a $2,000 
interest in assets, and the other has only a $6 interest, you contend that 
the absolute factual control is in the $6 interest, simply because they 
are American citizens. 

Mr. Morris. Yes, sir. And I will answer “Yes” in as many forms 
as you put the question. 

Senator McCueiian. I think the answer is that that may be true 
in theory, but I think it is subject to doubt as to practice and fact. 

Mr. Morris. That is your privilege, Senator. You can doubt any- 
thing you want. 

Senator McCuietian. That is all right. I do doubt it. I doubt 
it on the basis of fact. 

Senator Nixon. May I ask a question on that point ? 

Do I understand, Mr. Morris, that what you are contending in effect 
is that those who own a majority of the common stock or the voting 
stock in the corporation control it, and that was the case in United 
Tankers? Is that correct? 

Mr. Morris. That is what I learned in law school. 

Senator Nixon. Well, the point, then, that you are making here is 
that throughout this transaction in which United Tankers was in- 
volved, those who controlled the common stock of the corporation, 
the majority of the common stock, completely controlled the corpora- 
tion and were responsible for its actions. Isthat correct ¢ 

Mr. Morris. Yes, sir. 

Senator Nixon. China International Foundation now controls the 
common stock of United; is that correct ? 

Mr. Morris. Yes, sir. 

Senator Nixon. Go ahead, Mr. Flanagan. 

Senator Munpr. Mr. Chairman? 

[ was not quite sure, Mr. Morris, what you meant when you said 
Chinese Petroleum put money into it. You did not define what it 
was. Will you do that? 

Mr. Morris. Well, I think I did, but I will do it again. 

It is not putting money into it. Chinese Petroleum, which is a 
Nationalist Government agency, which was the agency that had to 
have United—had to have tankers to carry oil from the Persian Gulf 
to the Chinese refineries as part of the postwar program, advanced 
funds on account of its charters. And the reason for that is, as I 
think probably Mr. Wasson told you, that Chinese Petroleum didn’t 
“a the credit or the financing to put up any form of capital, except 
in that form. 
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Senator Munpr. Advance money where? 

Mr. Morris. To United. 

Senator Munpr. Did Chinese Petroleum ever have any financial 
interest in United ? 

Mr. Morris. No, sir. All they had was an open-end account, and | 
believe today it is $1,500,000, evidenced by notes. And it was con 
templated that when the Meacham is sold, which is now the subject 
of a forfeiture action, all that money would be paid back. You see, 
gentlemen, if only this could have been pursued to the end w cake any 
interference, tod: iy there wouldn’t be any foreign capital in United 
Tanker, and all there would be is me and my trustees, who are United 
States citizens, operating a philanthropic organization, with no com- 
pensation to ourselves, but for the betterment of mankind. If only | 
could get that across to you, you could go home earlier. 

Senator Munpr. Did Chinese Petroleum put money into this trans- 
action before the tankers were received from the Maritime Commission, 
or afterwards ? 

Mr. Morris. Oh. I will tell you. I would say, “No.” Because, 
obviously, they are not going to advance money on account of charters 
until the ships are acquired. I can’t answer that question directly, 
but I would assume—if Mr. Wasson is around you can recall him— 
I would assume that the money was not all paid at once, but as ships 
were acquired, first under bare-boat charter from the so-called Casey 

group, which you started out investigating, and I might say which 
has no spiritual or financial affinity with my firm of any kind. When 
those ships were acquired, one by one, advances were made on account 
of the charters. That is the way I think it happened, but Mr. Wasson 
could pinpoint it for you, if you wanted to recall him. 

Senator Munpr. You are not denying, are you, that the ships which 
the Casey group once held were tr: ansferred to another group by an 
agreement drawn up in your law office in New York? 

Mr. Morrts. Well, I can’t answer whether it was drawn up—It 
wasn’t drawn up in my office. It may have been drawn up in Mr. 
Wasson’s office. It may have been drawn up in some one else’s office. 
I don’t know where it was drawn up. 

Senator Munpr. The address you gave us was the address of your 
law office ? 

Mr. Morris. I really don’t know what difference it would make 
where it was drawn up. Is it a matter of monumental, of national, 
importance ¢ 

Senator Munpr. It is a matter that indicates there is some relation- 
ship between the Casey ships and the ships you are talking about. 

Mr. Morris. Allright. You are interested. Let us get that straight. 

Senator Munpt. Mr. Chairman, at this point—— 

Mr. Morrts. May I answer the question ¢ 

Senator Munpr. Surely. 

Senator Hory. You may proceed to answer. 

Mr. Morris. You imply because the papers were drawn in our 
office that there was some affinity between the Casey group, which 
sold these tankers at a premium, and my firm. There was none. | 
never heard of Congressman Casey. I don’t come from Massachu- 
setts. I neyer heard of him before. + fact, I didn’t hear of him 
until weeks later, when Mr. Wasson told me that this group had 
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tankers and they were going to make $150,000 profit. Why should this 
group get critic ized when the “y are the ones that had to pay the profits ¢ 

Senator MoCartruy. Mr. Morris, may I suggest that we will get 
along much better if you look at that paper and follow your wife's 
advice ? 

Mr. Morrts. I will tell you the next one. 

You know the expression out west. It is “take a cool.” 

Senator Munpr. Mr. Chairman, at this point I would like to put in 
an exhibit, a statement issued by the Chinese Embassy, Washington, 
D. C., April 13, 1951, at which time these transactions were being 
called to the attention of the public in newspaper releases and state- 
ments. And I think this is an important element in connection with 
this whole case. 

The Chinese Embassy releases the following statement : 

“In connection with recent press reports concerning surplus shipping deals 
alleged to involve the Chinese Government with two American tankers Kettle- 
man Hills and Meacham, the Chinese Embassy, desirous of placing the facts 
before the public, called for a report from the Government-owned Chinese 
Petroleum Corp. The following report has been received from the Chinese 
Petroleum Corp., which is self-explanatory.” 

And that is dated April 6, 1951. I can either read the report. if you 
vant it, or place it in the record. 

Senator Horry. You might just let me see it, first. 

Proceed, Mr. Flanagan. 

Mr. Franaaan. I notice in your letter of December 11, which we 
have marked as exhibit 48, that is, your letter to the Secretary of the 
Commission, in the first paragraph on the second page you make this 
statement : 

Any tankers sold to United Tanker Corp. will be devoted to the transportation 
of oil from the Arabian Gulf to Chinese ports for the Chinese Government. 

I assume that at that time, in 1947, you were speaking of the Nation- 
alist Government of China ? 

Mr. Morris. Yes, sir. 

Mr. Franacan. Was it your intention to continue to charter or 
handle these ships through United on behalf of the Nationalist Gov- 
ernment as long as you owned the ships? 

Mr. Morris. I tried to make clear before, Mr. Flanagan, that my 
firm is a firm of attorneys. We don’t operate ships. The intention, 
as we understood it, was to carry oil from the Persian Gulf to the 
refineries in China, as part of the postwar ECA program. And that 
was the intention. 

Mr. Fuanacan. Of your client, United Tankers ? 

Mr. Morris. Yes. My firm didn’t intend it. 

Senator McCartnuy. May I interrupt, Mr. Morris? 

You said your firm did not operate ships. Am I correct in this: 
that you, now, as president of the China International Foundation, 
operate ships? 

Mr. Morrts. Do I operate ships as president? No, sir. 

Senator McCartruy. Do you have control over the corporation which 
is oper: ating ships ¢ 

Mr. Morris. I, or I should say my cotrustees and I, four of us, vote 
the stock of the corporation. We eleet—— 

Senator McCarrny. Just a minute. 
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Mr. Morris. Excuse me. There is nothing worse than a lawyer 
on the witness stand. He talks too much. 

Senator McCarruy. There is nothing worse than—strike that. 

Mr. Morris. I am trying to help you out. Really I am. 

Senator McCarruy. You told us your law firm was not operating 
ships. Am I correct in this: that you were president of the China 
International Foundation; that the China International Foundatio: 
has complete control over a cor poration which is operating ships ani 
has been operating ships for some time? Is that correct 

Mr. Morris. That is correct. 

Senator McCarruy. So that as of now, you are president of « 
foundation which is operating ships ¢ 

Mr. Morris. No. You are good, Senator. You are good. I would 
be mayor if I was as good as you. 

Senator McCarruy. If you will just realize that we are not trying 
to trap you. 

Mr. Morris. You pretty near caught me that time. I am president 
of a foundation which owns all the stock of a company which does 
operate ships. And now you got it. 

Senator McCarruy. Just a minute. Will you keep this in mind, 
that as far as I know there is no Senator here who is trying to trap 
you, trying to cross-examine you, or anything of the kind! We are 
me rely trying to bring out the facts as they are. 

If you would remember that, and keep your mind on these ques 
tions 

Mr. Morris. Well, between the two of us, we are doing a pretty good 
job. 

Senator McCarrny. Keep your mind on these questions, if you 
will. 

At the time the China Trading was shipping to Communist pe 
in China, during that time the International Foundation owned : 
of the common stock in China Trading, did it? 

Mr. Morris. Will you name the calendar year? 

Senator McCarruy. You name the calendar year for me, will you / 
That the foundation received the stock in United Tanker. I beg you 
pardon. 

Mr. Morris. I would say that from 1948 to date the China Inte: 
national Foundation has held all the voting stock of United Tanker 
and through United Tanker its subsidiaries. 

Senator McCarrny. I am sorry I interrupted you. Go ahead. 

Mr. Fianacan. In any event, Mr. Morris, one of the reasons that 
was Officially given by you to the Maritime Commission for obtaining 
these tankers was that they would be used to carry oil from the 
Persian Gulf to Chinese ports for the Chinese Government; namely, 
the Nationalist Government. Is that correct? 

Mr. Morris. That statement was made, and the tankers did it. 

Senator Nrxon. Mr. Morris, did you consider that to be a continu 
ing representation ¢ 

Mr. Morris. As long as it was humanly possible to do it, yes. You 
know what happened. 

Senator Nrxon. Oh, yes. That is why I asked the question. 

Mr. Morris. The Communists took over the mainland. The ECA 
program was terminated. Petroleum Corp. couldn’t continue under 
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its agreement to charter the vessels. So they had to deal in the open 
market. 

Mr. Fianaaan. Mr. Morris, do you recall that in January of 1948, 
after your clients were unsuccessful in getting tankers from the Com- 
mission, they negotiated with the Casey group for the purpose of 
obtaining the two T-2 tankers ¢ 

Mr. Morris. Do I know, do you say? 

Mr. Fuanacan. Do you recall? 

Mr. Morris. Yes, I recall. 

Mr. Fianacan. Did you contact anybody in the Maritime Com- 
mission in January of 1948 for the purpose of assisting your clients 
in obtaining these tankers from the Maritime Commission ? 

Mr. Morris. I believe it was January 1948, when I made a second 
visit. to the office of Admiral Smith, the Chairman of the Commission, 
and refreshed his recollection about the interest in acquiring tankers, 
and I think we discussed compliance with the citizenship require- 
ments. I think that was the purpose of my visit, if I remember. I 
think also the purpose of the visit was to make sure that there was 
no last chance opportunity that United Tanker could come in as 
a bidder directly. 

Mr. Fuanacan. At that conference in January 1948, with Admiral 
Smith, what did you tell him about United Tankers which would indi- 
cate that they were a citizen corporation ¢ 

Mr. Morris. I think I told him about the control aspects, the stock- 
holders, officers, directors. But I really think that, you know, the 
dates slip by. I think that visit was for the purpose of seeing whether 
there wasn’t one last chance for a direct a whether circum- 
stances hadn’t changed. And, yes, I remember. Whether some of 
those to whom tankers had been allocated may have fallen down on 
their financing and tankers may have been free which were not free 
before. I don’t think that that second visit the negotiations between 
the Casey group and United had commenced. But I can’t quite 
remember. 

Mr. Fuanacan. And I assume, then, that from subsequent events 
you found out from Admiral Smith on that occasion that there were 
no tankers available? 

Mr. Morris. I think I got the same general reply. 

Mr. Fuanacan. Now, do you recall that in January of 1948, you 
also went to see Mr. Goertner, the assistant counsel of the Commission, 
and had a discussion with him concerning United Tanker Corp., and 
its desire to obtain tankers from the Casey group, from the National 
Tanker Corp. ? 

Mr. Morris. I am glad you asked that question, Mr. Flanagan, be- 
cause it is just another opportunity for me to tell you that Mr. Wasson 
and I did everything within our power to bend over backwards in 
making full disclosure even to the extent of getting an opinion from 
the office of the general counsel for the Maritime Commission. 

Mr. Fuanacan. Before we get to that opinion, Mr. Morris, I asked 
you: Do you recall on one or two occasions going to see Mr. Goertner, 
you personally going to see Mr. Goertner, with your problem, namely, 
the obtaining of ships from the National Tanker Corp. ? 

Mr. Morris. I guess by that time—that must have been in, did you 
say, March ? 
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Mr. Fuanacan. January 1948. 

Mr. Morris. That may have been an exploratory 

Mr. Franacan. And February. 

Mr. Morris. That probably was an exploratory conversation, to find 
out whether the matter which is now in litigation—if you have any 
citizen control, is there any United States policy against foreign in- 
vestment in American business enterprise? I never heard of any 
before, but we wanted to make sure that the fact that there was foreig: 
capital did not impair the citizenship quality of United Tanker. An 
that was my purpose in talking to Mr. Goertner at all times. 

Mr. Fuanacan. I might state here, in an effort to refresh your 
memory and get this down to definite facts, that we have an affidavit 
that a statement was made by Mr. Goertner in which he indicates that 
he had two meetings with you on this subject. And I imagine he got 
this from his diary. One was on the 6th of January 1948, and the 
other was on the 2d of February 1949. 

Now, let’s take the January 6th meeting. At that meeting, can you 
recall in substance what you told Mr. Goertner with regard to the 
citizenship of United ? 

Mr. Morris. I think I told him the story of the whole background 
of United. 

Mr. Firanacan. Did you tell him that American citizens, three 
American citizens, had control of most of the voting stock and had 
invested $6 in the corporation ? 

Mr. Morris. Well, I will tell you, Mr. Flanagan. I told him that 
the citizens had contributed experience and a nominal amount, and 
that a substantial part of the financing came from foreign sources. 

I tell you, I didn’t know about the $6 until I read in the papers. 
is nominal. 

Mr. FianaGan. That is right. 

Mr. Morris. I don’t think it was worth $6 when the money was 
put up. 

Mr. Fuanacan. Then we can assume—— 

Mr. Morrts. Those fellows made a bad investment at that time. 

Senator McCarrny. It only became valuable—— 

Mr. Morris. When you put ships in it. 

Senator McCarruy. Let me finish, please. 

Do I understand that the corporation became valuable only after 

received the tankers? 

Mr. Morris. Of course. 

Mr. Franacan. Then I assume that you did not tell him that Amer- 
ican citizens had invested $6 in this corporation and the Chinese 
citizens had invested $2,000 ? 

Mr. Morris. Obviously I couldn’t have told him if the first time 
I read it was in your hearings. I knew it was something like that. | 
knew it was nominal. Two thousand dollars isn’t very substantial. 

Senator McCarruy. Justa minute. You went over to the Maritime 
Commission to give them the facts, the facts upon which they were 
to make a legal decision as to the citizenship of this corporation, and 
you first did not find out how much money in actual dollars and cents 
the Americans had invested ? 

Mr. Morris. You know, you gentlemen think so much in terms of 
money. There are other much more important things in the world. 
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We have personnel here that are getting what you might call incentive 
compensation stock. 

Senator McCarruy. Will you try and answer my question now 4 

You were a lawyer, a New York law yer. I assume that one of the 
questions you asked your clients was: How much money have you 
invested ? 

My question is: Did you ever do that? Did you ever say to the 
three Americans, “How much money have you invested 2” 

Mr. Morris. I don’t think I said to them—TI think I said it to Mr. 
Wasson, and he told me it was a very nominal amount. Now, “nomi- 
nal,” to me, means $2 or $1 or $6. It doesn’t mean substantial. I 
didn’t want to know any more. There wasn’t any more to know. It 
is very simple. : 

Senator McCarruy. Before you went over to see the counsel for 
the Maritime Commission, did you not want to know exactly how 
much money the Americans had invested, so that you could give him 
the picture / 

Z Morris. I am not sure that Mr. Wasson—— 

The answer to that is that I didn’t want to know any more than 
Mr. Wasson told me, because whether what Mr. Wasson told me was 
in the $2 or the $2,000 field, I don’t think it would have made any 
difference to Mr. Goertner. The principle is what is involved. 

Senator McCarruy. Mr. Morris, you don’t have to be a lawyer 
to know that the individuals who invest the cash in a corporation 
normally control it, do you? You need not have legal counsel to know 
that simple fact. 

Mr. Morris. The question is: Do I have to have legal counsel to tell 
me—— 

Senator McCarruy. Mr. Morris, do you not know that the indi- 
viduals who put the money in a corporation normally control it ? 

Mr. Morris. No, I don’t know that. 

Senator McCarruy. You do not know that ? 

Mr. Morris. No; I know a lot of men that put money in ventures, 
and they don’t control them. 

Senator McCartny. Let me ask you this. You say you did not want 
to know—— 

Mr. Morris. | didn’ want to know details. They don’t mean any- 
thing to me now. I knew the principle invoked, and the principle 
isas good today as it wasthen. There is nothing wrong with it. You 
impute some wrongdoing, Senator. There isn’t any. 

Senator McCarrny. Mr. Morris, lam not imputing anything. [am 
merely trying to get the facts haa you. 

Mr: Morris. You asked me a simple question, and I said I knew 
the principle. 

Senator McCuetnan. Mr. Morris, did not the Maritime Commission 
or the counsel for the Maritime Commission want to know the details 
and the exact amount of investment in this corpor: ation by American 
citizens and the exact amount invested by foreigners / Did the ‘vy not 
inquire about it and want to know the exact figures / 

Mr. Morrts. I think before Mr. Goertner gave his opinion, I am 
pretty sure Mr. Wasson gave him the details, which I could only give 
him second-hand. I don’t know that. But you had him on the stand. 
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Senator McCrextxian, All I am trying to do is actually to get the 
facts. It just struck me that the Maritime Commission would be inter 
ested. While you say you knew it as “nominal” on the one hand, and 
“substantial” on the other, you say the actual details did not matter 
to you. But it did strike me that the Maritime Commission would be 
interested in knowing the exact details and the exact investment and 
contribution of the different interests in order to enable them to 
determine the integrity of the citizenship and control. 

Mr. Morris. In my opinion, the Maritime Commission knew a! 
about it. That was their business. 

Senator McCietzan. You did not give them that information, but 
you think that information was supplied to them in detail before 
the transaction was approved ¢ 

Mr. Morris. ] am sure they got it from Mr. Wasson. 

Senator Humpnurey. I just merely wanted to ask the staff, in refer 
ence to Senator McCarthy’s questioning of Mr. Morris, to document in 
the record the reports of the Temporary National Economic Committee 
on stock ownership of corporations, and controls, as well as the per- 
tinent pages in Berle and Means famous treatise on corporate econ 
omy, entitled “Private Property in the Modern Corporation.” 

I think those two documents will reveal that of the top 200 cor 
porations, in none of them do those that control own more than 10 
percent of the stock. Most of them own 2 percent as a maximum. As 
I recall, I think the Pennsylvania Railroad is controlled by people who 
own about 4 percent of the stock. The other 96 percent is owned by 
people who do not have voting rights in the stock. 

Just as an example, I think it would be good to get it in the record, 
because it is pertinent to this question. I ask that the staff prepare 
that for the record.’ 

Mr. Fuanagan. Mr. Morris, the record indicates here, or at least 
Mr. Goertner’s statement, that you had another meeeting with Mr. 
Goertner on February 2, at which you discussed the fact that you were 
interested or your clients were interested in acquiring tankers. 

Now, do you recall what you told Mr. Goertner at that meeting / 

Mr. Morris. I don’t think the subject matter of one meeting was 
much different than the other. I think the second meeting Mr. Was- 
son was with me. But I think we were still discussing—I think what 
I was trying to do was accelerate some decision. We wanted to find 
out. You know, the processes of democracy are very slow. 

Mr. Fianacan. Let me attempt to refresh your memory. 

Did you tell him at that time that United Tanker was negotiating 
with National Tanker to obtain two tanker vessels? 

Mr. Morris. Well, you got me on the calendar. I really don’t re- 
member. 

Mr. Firanagan. Maybe this will help. I have here exhibit No. 12, 
which is a wire that you sent to Goertner. 

Mr. Morris. I thought that was later. Go ahead. I am sorry. 

Mr. FianaGan. This is a wire dated February 2. It is our exhibit 
No. 12, signed by yourself, addressed to Mr. Goertner, the Legal Divi- 
sion of the Maritime Commission, in which you say this. And you 
are in fact verifying your discussion with him. 


1 See ch. VI of Monograph No. 29 of the reports of the Temporary National Economi 
Committee, 76th Cong., 3d sess.; also see ch. V of The Modern Corporation and Private 
Property, A. A. Berle, Jr. and Gardiner C. Means. 
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The question has been raised as to the citizenship of United Tanker, in view 
of proposed second mortgage to it on vessel purchased by a citizen, and in view 
of contemplated long-term charter to it by a citizen purchaser of another vessel. 

Now, you are talking about two vessels here: one, a vessel where 
you were going to have a proposed second mortgage; second, a ves- 
sel purchased by a citizen, where it is contemplated that there will be 
a long-term charter. 

Do you recall what you were alking about then, in that case, on what 
vessel you were going to get the second mortgage ? 

Mr, Morris. Gos ness. I couldn’t remember which vessel. 

Mr. Fuanacan, Let me try to refresh your memory again. 

I know these facts are rather complicated. I believe Mr. Wasson 
testified that the vessel which was being mortgaged was one that you 
were attempting to get from the American Viking Co., and the other 
was at least one of the two that you were attempting to get from Na- 
tional Tanker. Now, my question is this: At that February 2 meet- 
ing, the record here shows that by February 2, United Tanker had 
already entered into an agreement with National Tanker to bare- 
boat charter the two vessels, and had entered into an agreement to 
buy all the stock, in other words, had given a stock option. Now, 
my question is this. In your conversations with Mr. Goertner, did 
you tell him, on the 2d of February, that your client, United, had 
already entered into an agreement to bareboat charter the two ves- 
sels and to purchase the stock of the corporation ? 

Mr. Morris. Well, 1 think I did. I think that is the reason we 
wanted the opinion, to satisfy the bank that we had citizenship status. 

Mr, Fuanacan. Well, if you did, why didn’t you say so in your 
telegram of the 2d? 

Mr. Morris. If I did what? 

Mr, Fianacan. If you did tell him at the conference, why didn’t 
you say so in the telegram which was verifying the conference ? 

Mr. Morris. I thought you were quoting from the telegram. 

Mr. FuanaGan. No. I was at first. But the telegram says noth- 
ing about any stock option. 

Mr. Morris. Says nothing about what? 

Mr. Franacan. Any stock options that your.client had. 

Mr. Morris. If you ask me my memory about that, I can remember 
Mr. Goertner going and picking out volume whatever-it-is, 56, and 
starting to look up annotations and memoranda. I don’t remember 
that I discussed specific details with him about specific ships. 

Mr. FuanaGan. You just gave him a hypothetical case / 

Mr. Morris. I know what the telegram was for, because there the 
bank did want an opinion. I didn’t realize that I sent the telegram 
the very day that I saw him. 

Mr. Fuanagan. That is what it indicates. 

Mr. Morris. It is awfully hard to remember a conversation you had 
+ years ago with anybody. 

Mr. FLuanacan. I realize that. 

Senator Nixon. Just a moment. May I get that clear? 

As I understand it, Mr. Morris, your testimony is that you do not 
recall whether or not you told Mr. Goertner, in your conversation with 
him, at that time, that you already had a deal made to acquire tankers? 
In other words, you don’t recall whether you did tell him that the deal 
was already made? 
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Mr. Morris. I don’t remember talking to him about that. I think 
we were on an academic plane. 

Senator Nixon. What I am getting at is this: It would seem it 
would be important in making full disclosure to Mr. Goertner, for 
them to know whether or not this was simply a hypothetical question 
that was being asked as to the citizenship of this corporation, or to 
know that this was not a hypothetical question, but that already a deal 
had been made in which your clients had made arrangements to charter 
the tankers from National, and obtain the stock. 

Mr. Morris. Perhaps you can refresh my recollection, because you 
have had a lot of witnesses on the stand. I can’t quite remember the 

calendar, whether the negotiations had already been consummated with 
Vv iking in February. I ‘thing probably they had. 

Senator Nrxon. They had. That is right. 

Mr. Morris. Well, Iam sure they hi ad. Because already the bank 
financing was involved, which was the purpose of the telegram. 

Senator Nrxon. That is the purpose of the questioning. Because 
the telegram does show that those negotiations had already taken 
place at that time. And my question, or Mr. Flanagan’s question, 
was simply related to the point as to whether that was disclosed to 
Mr. Goertner or to Admiral Smith or to any other member of the 
Commission. 

Mr. Morrts. I will tell you. I don’t think there is anything the 
Maritime Commission didn’t know about this, step by step. 

Senator Nrxon. You do not recall that you disclosed it yourself. 
You do not recall whether you did or did not, as I understand. 

Mr. Morris. Well, when I saw Mr. Goertner, I was on an academic 
plane. 

Senator Nixon. And you were asking him, then, a hypothetical 
question ¢ 

Mr. Morrts. I was asking him a question about the citizenship con- 
trol and the foreign capital, and what we are talking about now. 

Senator Nrxon. Now, when you refer to the full disclosure to the 
Commission that you had made, were you referring to what you told 
Mr. Goertner, or what you told Admiral Smith, or other members of 
the Commission? What specifically were you referring to in that 
instance? 

Mr. Morris. Well, Mr. Perry—you know, I would go to the Mari- 
time Commission, and I might see two or three people as well as Mr. 
Goertner. 

Senator Nrxon. When you indicated that the Maritime Commis- 
sion—I think those were the words that you used—approved this 
transaction, you were referring only to Mr. Goertner ‘sopinion? You 
do not know of any approval that. the Maritime Commission, as such, 
gave to this transaction, do you? 

Mr. Morris. You mean sitting as a board ? 

Senator Nixon. Asa board or individually. Let me put it this way. 
Did Admiral Smith or Mr. McKeough, or any other member of the 
Commission, individually or collectively, approve this transaction ? 

Mr. Morris. Would it be irregular for me if I gave you an answer 
that took 30 seconds, instead of “yes” or “no” ? 

Senator Nixon. No. It is not irregular at all. We have had other 
witnesses that have done that, too. 
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Mr. Morris. Well, you will never have as nice a witness as I am. 

Senator Nixon. I am sure of that. 

Mr. Morris. I am trying to help you. 

Senator Nixon. Yes. Iam just trying to get the facts. Because you 
have made the statement that the Maritime Commission approved it. 

Mr. Morris. I have a kind of a strict policy on the duties of public 
agencies. When I was in the city government, we sat as a board of 
estimate, with the mayor, the president of the council, the comptroller 
in the middle and the borough presidents flanking them, and they were 
charged with the duty of considering and awarding contracts for the 
construction of tunnels or bridges, ‘public schools, contracts for the 
lease of the city piers, bus franchises, and all of that action was taken 
before the public. The taxpayers could hear what went on. It was 
reported in the press. And I had the kind of naive idea that that 
was the way Washington agencies are operated, and that they sit as a 
board, where all applications can be before them. But it transpired 
that the only way that you could get your message across was that 
you had to see the Chairman. I don’t see how these fellows live, with 
guys chasing them all around the place. I did it very dignified. 1 
oe t chase anybody. It was ina very dignified manner. 

s I said, I must have called Admiral Smith’s secretary and said, 
“Mey I have an appointment?” Because I found they didn’t sit as a 
board. 

And another thing that you ought to consider—because, after all, 
you are not investigating me. Lama very small cog in all this. Iam 
on the assembly line. And I don’t mind ita bit. But what you really 
ought to recommend is that Government property which is for sale 
should be advertised with specifications, and public hearings held 
thereon, and public bids made, open and public, and then you will get 
a price, so that you won’t have middlemen coming along and grabbing 
$450,000. 

Senator Nixon. Well, now, right on that point—— 

Mr. Morris. That is what your inquiry should be interested 
disclosing. 

Senator Nrxon. Yes, I think so. And right on that point: The 
reason I asked the question is not academic, 1 can assure you. I am 
trying to get the facts, because the Maritime Commissioners are going 
to appear before the committee tomorrow. But you made the state- 
ment, I think not in the hearing to date, but you made a public state- 
ment, on February the 28th, on the Mutual Radio, to the effect, and 
I quote, that— 

Full disclosure was made to the Maritime Commission and full approval by 
the Maritime Commission of this transaction. * * * 

Now, the point I am getting at is this: To what Commissioners did 
you make this disclosure, and what. Commissioners, individually, col- 
lectively, in the hall, or in public meeting, or private meeting, 
approved it? 

if you could answer that question, then we can question the Com- 
missioners on that point as well. Because their recollection may not 
be as good as yours, since they have handled a number of these deals, 
and this is the only one you have handled. 

Mr. Morris. I told you, as far as I personally am concerned, that I 
did make two visits to the office of Admiral Smith. 
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Senator Nixon. All right. Let us stop with Admiral Smith. 
What did you disclose to Admiral Smith, concerning this point, and 
what approval did he give this transaction, if any ¢ 

Mr. Morris. Well, let us take the last question first. 

Senator Nixon. Yes. 

Mr. Morris. Where an American flag vessel is chartered to another 
American flag vessel group, Maritime approval is not required. 

Senator Nrxon. I don’t question that. But your statement said that 
approval was granted. And that is what I am interested in. What 
you base that on. 

Mr. Morris. The only way I can base that is that we did tell a good 
deal, without boring them to death, and trying to be courteous and 
not take all his time. We did try to tell Admiral Smith the basis of 
these transactions. 

But I did tell you about Mr. Perry. There was Commander 
Mooney, later on Mr. Kirsch, Mr. Pimper, and, as you have mentioned, 
Mr. Goertner. And it was kind of frustrating, you know, that you 
couldn’t come before a board, like you gentlemen are sitting there. 
So we tried to tell them all these things. And, as a matter of fact, | 
want to tell you this about the Maritime Commission. You can say 
a lot of things about them, perhaps, but one thing about them: They 
did seem to know the movement of every ship under American flag 
registry in all parts of the world, and they knew the circumstances of 
the financing of every ship carrying the American flag in all parts of 
the world. 

Senator Nixon. I do not question the ability of the Maritime Com- 
mission on both of those points. I would just like to know, then, 
what the answer to the question is which I put, which was very simply 
this: to what members of the Maritime Commission other than Ad 
miral Smith did you make this disclosure? Did you talk to any other 
members of the Maritime Commission? Let me put it that way. 

Mr. Morris. Yes. I remember two of them. I am pretty sure we 
disclosed ; yes, I am sure we disclosed, all of these matters, because I 
only saw them again in December of this year for the first time in a 
long time. 

Commissioner Carson, C-a-r-s-o-n, Joseph Carson, former Mayor of 
Portland, Oreg.—I was amazed the other day when I met him, how 
many details he remembered about these various transactions. So he 
remembered my talking to him. 

Senator Nrxon. Now, did he approve it? Did he tell you this was 
all right and “I approved it”? 

Mr. Morris. Well, a member of a Board hasn't the power to approve 
or disapprove. I suppose they sit as a board. I hadn’t the pleasure 
of meeting them as a Board. 

Senator Nrxon. Approval was your word, not mine. You said the 
Maritime Commission approved this, and I was just trying to get at 
what you meant by that. Did you mean that Mr. Goertner approved 
it, or did you mean the Commission approved it? Maybe that can 
get to the question. 

Mr. Morris. I think I was shortcutting, because as you know, when 
you are on a radio program 

Senator Nrxon. I am not trying to hold you to a specific point, but 
if that is the case, then we have the answer. 
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Mr. Morrts. This is what I meant by the word “approved.” 

Senator Nrxon. Fine. ; 

Mr. Morris. I was referring to a legal opinion, and I was referring 
to the fact that so many members of the staff had complete knowledge, 
and it must have percolated through. I mean, the Commission must 
consult the staff once in a while. I don’t know. But I couldn’t get to 
the Commission as a Commission, much as I would like to. 

I think—I don’t remember; I am a little hazy as to whether we met 
Commissioner McKeough or not. I think we did meet Commissioner 
McKeough. And I don’t know how much of it he got, or how deeply 
interested he was. I don’t think he had that academic interest in the 
problem, perhaps, that he might have, but that is not his fault or mine. 
Some things interest some people, and some don’t. If it was Com- 
missioner McKeough, I don’t remember spending much time with 
him, if any. 

Senator Nixon. At least he did not show much interest, if you did 
talk with him, in the academic phase of it, at least / 

Mr. Morris. No. You know, those fellows were harried and harried 
and hurried and, gee, it is hard to sit down and talk the way we are 
talking. ‘This is very nice. 

Senator Nixon. I do not think we need to belabor the point. Then 
when you used the term “full disclosure made to the Maritime Commis- 
sion and full approval granted by the Commission,” you were referring 
not to the Commissioners as such, but you were referring to the letter 
that you had from Mr. Goertner, and to the conversations that you 
had with some of the Commission staff as well as Admiral Smith and 
possibly Mr. Carson ¢ 

Mr. Morris. And then the memory—I have never read it, but I 
heard about some testimony that Admiral Smith made before some 
committee some time ago, to the Senate, or the Congress. It was in 
the Congressional Record, and I didn’t read it. I was too busy. But it 
seemed to show that Admiral Smith had full knowledge. 

Senator Nixon. Was there any doubt in your mind that the Com- 
mission would have approved this had the full disclosure been made 
to them individually and collectively ¢ 

Mr. Morris. There is no doubt in my mind that any reasonable body 
of men who met and deliberated on this—a majority of them would. 
You might have had a dissenting vote. I don’t know. But it seems 
completely incomprehensible that any Government agency would 
not have approved. 

Senator Nixon. Thank you. 

Senator McCarrny. Mr. Morris, one question. Is there anything 
in writing anywhere to show that either the Maritime Commission or 
any of the Commissioners ever approved the transfer from National 
Tanker to United Tanker ? 

Mr. Morris. I know of no such evidence. 

Senator McCarruy. In other words, you know of nothing in writ- 
ing anywhere ? 

Mr. Morris. Well, Senator, I will tell you why there wouldn't 
have been, probably. Because it isn’t required. 

Senator MoCarrny. Answer my question. 

Mr. Morris. No, but you infer that it was required. As I tried to 
explain, a transfer of an American-flag vessel 
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Senator McCarruy. You inferred that. When you said full dis- 
closure was made and full approval given, it was you who inferred 
it was required. 

Now, am I correct 

Mr. Morris. Excuse me, Senator. I didn’t. 

Senator McCarrnuy. You say there was full disclosure made to the 
Maritime Commission and full approval by the Maritime Commission ? 

Mr. Morris. Well, Senator, couldn’t I answer the question to you 
this way ? 

Senator McCarruy. No. 

Mr. Morris. Suppose they disapproved it. Let me ask you a ques- 
tion. If they had approved it 

Senator McCarruy. Let me ask you a simple question. 

You said there was full disclosure made and full approval given. 
Number one, you now tell us there was no necessity for approval under 
the law. Right? 

Mr. Morris. As I understand the law. If I am wrong, overrule me. 

Senator McCarruy. And number two, you say at this moment you 
know of nothing in writing from any of the Commissioners, nor from 
the counsel, nor from any of the legal staff of the Maritime Commis- 
sion- = 
Mr. Monars. Yes, I do know 

Senator McCartruy. Just a minute—approving the transfer to 
United Tanker ? 

Mr. Morris. I don’t recall anything, but you can call Mr. Wasson. 
If he doesn’t know, there isn’t any. He lived with this. 

Mr. Fuanacan. It is a fact, is it not, Mr. Morris, that your client, 
United Tankers, acquired the stock of National Tanker and in that 
manner acquired the two ships of National Tanker, by paying a bonus 
or a premium or whatever you want to call it, of approximately 
$450,000 to the Casey group and to Mrs. Konow / 

Mr. Morris. I think that was developed in the testimony before you. 

Mr. Franacan. Yes. And referring to your testimony of a few 
moments ago, you indicated that if these sales had been held openly 
and publicly, you would not have middlemen grabbing $450,000. Were 
you referring to the Casey group and to Mrs. Konow‘as the middle 
men who grabbed $450,000 from your client ? 

Mr. Morris. Well, Mr. Flanagan, obviously, if you had had public 
bidding, United would have been prepared to bid what it did bid in 
order to get the tankers, and the United States Government would 
have got it instead of the people who—one group evidently was not 
interested in si ailing tankers. They were interested in selling them 
Mrs. Konow—I didn’t mean to include her in that statement. because 
at hes art she is a sailor, and she was interested in sailing ships. Now, 
the Casey group didn’t sail ships. They evidently had allocations, 
and it was the allocations that were something of value that they 
started with. 

Mr. Fuanacan. Then you are referring to the Casey group as the 
middlemen who were grabbing substantial amounts from your 
client? " 

Mr. Morris. I would like to be very frank with the members of the 
Senate subcommittee, Mr. Chairman. It was very disturbing for me 
to find that somebody was adroit enough to make it look as if my 
firm represented the Casey group, whereas in fact my firm did not and 
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never has represented the Casey group. But somebody was very 
adroit, probably because through circumstances entirely outside of my 
control I was asked to come to Washington to accept an assignment. 
If my name was John Jones, you would probably still be investigating 


= 
S 


Casey. But you have forgotten all about Casey and his group, ‘and | 
don’t know where they are. But I think—and I don’t know that the 
Casey group did anything wrong. But there is something wrong with 
the law. And that is what you should address yourselves to, I respect- 
fully submit, Mr. Chairman, how to amend the law so people can’t trade 
in tankers or grain or any other commodity. 

Mr. Fuanacan. Mr. Morris, I think our record here before this 
committee is very clear. There is nothing in this record that has been 
taken in the past 3 weeks that indicates that you or your law firm 
represented the Casey ag a It is clear that you represented United 
Tanker and that your law firm or representatives of your law firm ne- 
gotiated with the Casey group. 

Mr. Morris. Yes, but you are calling it the Morris tankers. 

Mr. Franacan. Nobody called them the Morris tankers. 

Mr. Morris. Well, by the time you get through, it is the Morris 
tankers. It is just as if you accused my dentist who is going to see 
me this week end of operating tankers. 

Senator McCarruy. You were president of the corporation which 
controlled the operation of the tankers; right 

Mr. Morris. Yes, sir. There is no question about that. 

Senator McCarruy. Then it is not too far-fetched to call them the 
Morris tankers, when you were president of the corporation which 
is operating the tankers. 

Mr. Morris. That is very decent of you, Senator 

Senator McCarruy. It is the first time I have heard them called 
the Morris tankers. 

Mr. Morris. It is very decent of you, Senator, to give me the op- 
portunity to answer that question. You might call them the Morris 
tankers now, because I am president of a foundation, and because I 
happen to be down in Washington on an assignment which attracts 
publicity. If my name was John Jones, there wouldn't be the Jones 
tankers, and you wouldn't be interested in having me here today. 
Just a minute. When those tankers were acquired by the Maritime 
Commission, not even by the stretch of the most vivid imagination 
could you call them the Morris tankers. They were then the Casey 
tankers. Let’s make that plain. 

Senator McCarrny. Let us also make it plain, if we want to get 
into this, that at the time that the tankers were carry ing oil to Com- 
munist China, they were then the Morris tankers, insofar as you 
were president of the corporation which controlled the movement of 
the tankers. Am I correct in that? I may say I have never heard 
them referred to as the Morris tankers until you have referred to 
them as such. 

Mr. Morris. Well, look at the papers. Maybe you don't read them. 
[ have to read the papers to find out what was going on. 

Senator McCarruy. Will you answer my question ? 

At the time the tankers were carrying oil to Communist China, you 
were president of the foundation which controlled, fully controlled, 
those tankers? Am I right? 
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Mr. Morris. Yes, there were 4 voyages out of about 200, when 
they carried oil on a Russian charter to north China, and I was presi- 
dent of the foundation. That is correct. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. Fuanacan. Now, it is a fact, is it not—I am back on the sane 
question, about middlemen grabbing $450,000. 

It is a fact, is it not, Mr. Morris, that your client paid the Case) 
group four-hundred-thousand-odd dollars for the mere opportunit, 
of taking over their allotments which they had received from the 
Maritime Commission ? 

Mr. Morris. For the mere opportunity of taking over their allo: 
ments which they received from the Maritime Commission ? 

Mr. FuanacGan. Stripped of all the stock deals and everything 
else, is that not what you bought, what your group bought ? 

Mr. Morris. I will have to ask you. From Mr. Wasson’s testimony, 
I think you will find that United’s subsidiaries acquired those tankers 
first under charter and then under the exercise of an option. 

Mr. FuanaGan. That is right. 

Mr. Morris. In other words, it could not have been, under the law, 
the sale of an allocation. I mean, Mr. Wasson did not sit down and 
negotiate for the purchase of an allocation. So your statement, I am 
afraid, is not quit accurate. 

Mr. Fuanacan. In effect, all the Casey group had in January 1)4s 
was a shell of a corporation, a new corporation, National Tanker. 
and an allocation of two vessels from the Commission. Isn’t that 
correct 

Mr. Morris. Which group? 

Mr. Fianacan. The Casey group. The National Tanker Casey 
group. 

Mr. Morris. I really don’t know, because I wasn’t there. 

Mr. Franacan. What were you talking about when you talked 
about middlemen grabbing $450,000? Referring to the Casey group? 

Mr. Morris. The Casey group got allocations of tankers, and the) 
turned around and sold the ships when they got them, without ever 
having to put up anything except the cost of the incorporation and 
whatever legal services there were. The disgrace is not that they did 
that, but that the I egislature of the United States, the representatives 
of the people, haven’t got a statute on the books which takes care of 
such a situation. 

Mr. Fianacan. And you think that there should be some statute 
on the books to prevent groups like the Casey group, who had no 
intention of operating these vessels, from merely coming in and specu 
lating on allocations? Is that right? 

Mr. Morris. You bet your life, Mr. Flanagan. And when I get 
through down here, you will have a bill. 

Mr. Fuanacan. Thank you. 

Senator Nixon. Now, on that point, Mr. Morris, you exclude Mrs. 
Konow from that designation, I understand. 

Mr. Morris. I exclude Mrs. Konow? Yes. You know, she operated 
ships. 

Senator Nrxon. But I am speaking about this transaction. Accord- 
ing to Mrs. Konow’s testimony, as I recall it 

Mr. Morris. She operated the Saint Christopher and the Destiny: 
didn’t she, for some months? 
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Senator Nixon. But I am referring to the money that she was to 
get for the three tankers that you got from National. 

Mr. Morris. I will tell you. I think Mrs. Konow acquired those 
ships. 

Senator Nrxon. She said she was to get a commission. 

Mr. Morrts. And she decided to sell them, or charter them first. 
No; what she did was to sell a portion of her stock to United first. 
And then she sold out completely. 

But the reason You said, “Will you exclude Mrs. Konow?” I 
would say “Yes,” because for months she sailed ships. Then she took 
advantage of an opportunity to sell them. But I think in her mind 
was always the intention that she wanted to operate ships. I think 
she has just got it in her. As I said, she is a sailor at heart. 

Senator Nixon. As a matter of fact, she is a sailor at heart insofar 
as those two ships are concerned. 

Mr. Morris. But I don’t think Congressman Casey is filled with 
that desire to sail ships. He wants to sell them. 

Senator NIXon. As far as Mrs. Konow’s part was concerned, in 
bringing the Casey group together with your clients, actually wasn’t 
she just, shall we say, a middlewoman, in effect 

Mr. Morris. You can’t say Mrs. Konow is “just” anything. 

Senator Nixon. How long have you known her? 

Mr. Morris. The first. time I met her I was in my office working at 
my own business, and I heard this voice. And I said to Mr. Wasson, 
“Who is in the office? Greta Garbo?” 

And he told me about Mrs. Konow. And I immediately became 
fascinated and wanted to meet her. So, he told me about her business 
acumen and her interest in ships, and pretty soon I met Mrs. Konow, 
when she came in to discuss details with Mr. Wasson. 

Senator Nixon. But, as a matter of fact, Mrs. Konow had never 
operated the three ships that the Casey group had; had she? She 
was just the saleswoman? 

Mr. Morris. I guess she was a broker. 

Senator Nrxon. She was the broker. 

Mr. Morris. She brought the parties together. 

Senator Nixon. Yes; she brought the parties together. And so she 
is another one that you would categorize as a middleman in this deal. 

Mr. Morris. No, no. Not in that sense. I talked about people that 
got allocations and turned around and sold ships—in other words, 
got allocations and turned around to see who needed the ships desper- 
ately, and sold them. 

Now, Mrs. Konow knew of one group that had ships to sell, as all 
people do in the ship market. They know who wants ships and who 
has ships. So, she Samui somebody that had ships together with 
somebody that wanted ships. 

Senator Nixon. And got $300,000 for it. 

Mr. Morris. Mrs. Konow always takes care of herself. I don’t 
know. I wasn’t there. 

Mr. Fuanacan. Just one point, Mr. Morris. I want to ask you 
some questions about the foundation. But before we get to that: I 
notice you stated here on the record that if it weren’t for your present 
position, or words to that effect, you wouldn’t even be here. I might 
state for the record that this case has been under investigation by our 
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staff for 10 months. We interviewed your law partner quite some- 
time before you were ever appointed to this present position; and, 
based on the prehearing briefs which we wrote, you were set down 
as one of the witnesses long before we knew you were coming to 
Washington. I just wanted to point that out for the record. 

Mr. Morris. Well, Mr. Flanagan, let’s be fair about it. Having 
had Mr. Wasson, you don’t really need me. You got everything from 
him. 

Senator Munpr. As president of the corporation, we very much 
need you. 

Mr. Morris. I am not president of the corporation. 

Senator Munpt. As president of the Chinese Foundation. 

Mr. Morris. You don’t need me for that. 

Senator Munpr. We need whoever it is who ultimately is decided 
as being responsible for using former American tankers in the trans- 
port of war materials to Red China, Mr. Morris, whether it is you, 
or your foundation, or Mr. Wasson, or whoever it is. That man we 
need. 

Mr. Morris. You mean if, in 1939, Bethlehem Steel was sending 
steel to the Japanese and the New York Public Library owned stock 
in Bethlehem Steel, and I am a trustee of the New York Public 
Library, you are going to have me down here / 

Senator Munpr. I mean that when you take tankers belonging to 
the American Government, purchased from the American Govern- 
ment at bargain rates—— 

Mr. Morris. Senator, we didn’t purchase tankers from the Ameri- 
can Government. Gee, you have got—boy, you are smart. 

Senator Munpr. I am talking about American tankers which were 
purchased in the first instance from the American Government at 
statutory rates, which you have testified today you considered low, 
because $450,000 profit was made by a broker, before they were 
purchased by United Tankers. 

Mr. Morris. You are away off. Excuse me, Senator. I am trying 
to be polite. 

Senator Munpt. Are not those the tankers / 

Mr. Morris. You missed something. The broker didn’t get $450,- 
OOO. 

Senator Munpr. I thought you referred to Casey as a broker. 

Mr. Morris. No. Oh, gee. You must have been talking to some- 
body. Senator Nixon and I were having a very intelligent discussion, 
and you were talking to Mc¢ ‘arthy. 

Senator Munpr. I am talking about the tankers which were pur- 
chased from the Maritime Commission by the Casey group, which 
ultimately, through a series of negotiations which netted the Casey 
group 3450,000 profit, which netted Mrs. Konow or whatever her 
name is, your friend with the Greta Garbo voice, a considerable 
profit, ultimately passed into the hands of United Tankers Corp.. 
and now into the control of the China Foundation, of which you are 
president. 

Is that right? 

Mr. Morris. Yes. We have been talking about this for days. Yes, 
sure. That is right. 

Senator Munpr. So that is where Mr. Morris comes in. Regardless 
of any job you may have down here. 
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Mr. Morris. Or, as they say up in Albany, “irregardless.” 

Senator Munpr. What is that / 

Mr. Morris. “Irregardless,” as they say up in Albany. 

Senator Munpr. Well, regardless. I never lived in the Bronx. 
do not understand that kind of English. 

Regardless of the transaction up there, regardless of any position 
that you may now hold, your name was on the docket a long time ago 
to come to testify. Because I think the committee, as a whole, and I 
know this particular member of the committee, is vitally interested 
in knowing how those former Government tankers come to be engaged 
in trade with Red China, carrying war supplies to what we recognize 
as an enemy of the freedom of the United States. 

Mr. Morris. Why don’t you tell me? Or I will tell you. 

Senator Munpr. We will get to that. But you were curious why 
these things were called the Morris tankers, as they carried trade 
in this kind of international pirate deal under the direction of your 
company, your foundation. 

Senator McCarrny. Mr. Chairman ? 

Senator Nixon. Mr. Morris, can I get—— 

Seantor Hory. Let us talk one at a time. 

Senator McCarruy. The charge has been made by Mr. Morris that 
the committee has c: 

Mr. Morris. Senator, if it will save time, I will take it all back. 

[ have an exaggerated idea of my own importance. Let’s forget it. 
We are here. We are together. 

Senator McCartruy. Mr. Chairman? May I ask the Chair to 
instruct the witness not to interrupt when he is being asked a question ? 
In turn, I think the same courtesy should be shown the witness. 

Mr. Morris. I apologize. Will you accept my apology, Mr. Chair- 
man { 

Senator McCarruy. Now, will you be quiet until I finish ? 

Mr. Morris. You can't even be polite around here. 

Senator McCartiy. The witness has made a very serious charge 
here, and that is that he was called by this committee solely because 
of another job which he happened to have in Government: Let me 
say, Mr. Chairman, that regardless of what other job this man had, 
in view of the fact that the record now is very clear, from the testi- 
mony of the representative of the Maritime Commission, that the 
tankers were to be used to aid the Government of China, in view of 
the fact that it appears that Mr. Syran, of ECA, has stated that he 
feels that the tanker corporation is directly or indirectly controlled 
by a Chinese group sympathetic with Soviet motives, in view of the 

fact that Mr. Morris, on December 11, 1947, in a letter and later in a 
wire to the Maritime Commission assured them that the tankers 
would be used to aid the Government of China, in view of the fact 
that after his foundation, of which he was president, took control of 
the tankers, the tankers were then being used to aid Communist China, 
may I say that I think Mr. Morris is not only an indispensable witness 
here but one of the most important witnesses. And may I ask the 
chairman whether or not it 1s not true that Mr. Morris’s name was 
on the docket long before he got this job which he considered as so 
very important at this time? Am I correct in that, Mr. Flanagan? 

Senator Hory. The committee had made a list of everybody that 
was supposed to know anything about this transaction, and that list 
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was prepared before we began the investigation. Of course, as it di 

veloped along, some of them we did not feel we needed. Of the en 

tire list, however, we have outlet practically everybody whose name 
was on the list. 

I think I can say without any sort of hesitation, Mr. Morris, that 
so far as your appearance before the committee was concerned, it 
was not becauge you had been appointed to this important position 

I can realize just how you feel about it, and I realize that when thy 
papers and radio played the matter up so much these matters naturall) 
are taken out of their proper proportion. But, so far as your appea: 
ance here was concerned, that was thought about in connection with 
all the people who were supposed to know anything about the trans 
action. And when the list was made up, we had this complete list, and 
of that number we have called practically all of those. And when we 
conclude the investigation, sometime this week, we will have called 
practically every name on the list. 

I want to say in this connection that I am rather sympathetic with 
your suggestion. I think one thing that ought to be accomplished 
in this investigation is some changes in the law, not only the law wit) 
reference to disposition of ships but the law with respect to changing 
of corporations so that-some are enabled to evade or escape taxation 
under the present law. That is one of the purposes the committee has. 
I think it is proper to be said with reference to the Maritime Com 
mission that in the sale or disposition of vessels they merely follow 
the law. They merely act on the law passed by the Congress, and thie 
Congress was responsible for that law. The Congress set up the stand- 
ard for the sale of these ships. Of course, it did not set up anything 
about the things you think should have been done, about a way - 
which it could, you say, be handled in a more orderly fashion; but, 
far as the sale or disposition of the ships by the Maritime Seetaterion, 
there is no contention that they violated the law, but they followed the 
law and received from these ships the amounts specified by the law. 

Now, I thoroughly agree it probably would have been wiser if Con 
gress had adopted some other measure providing for the sale of thes 
ships, such as to the highest bidder. 

Of course there were objections made to that, because there was 
not much demand for them at that time. But, anyway, whatever has 
resulted from that, I think it can be said in justice to the Maritime 
Commission that they followed the law in the sale of these ships, in 
the sense that they received for them the prices specified under the 
statute. 

Now, so far as the things that ought to be remedied are concerned, 
I think there are a number of things, and I hope that this committee’s 
investigation will lead to making a great many corrections in matters 
that affect vitally the public need. 

I think we could do a great many things to protect the Treasury 
of the United States and to see that taxes are not escaped that ought 
to be paid and that other provisions are made which will tend to im 
prove the public service. 

And, in that connection, I feel sure that the committee will be glad 
to have any suggestions you may make or any other citizen, with re- 
spect to any recommendations which it should embody in the report 
which it will make with reference to these matters. And, of course, we 
will welcome any assistance from you or anybody else with reference 
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to reaching agreement on constructive measures which should be 
taken to bring about that result. 

You may proceed, Mr. Flanagan. 

Mr. Fuanacan. Mr. Morris, our record shows that the China Inter- 
national Foundation was organized in June of 1948. 

I believe it also indicates that from the very inception of the founda- 
tion you were president of it. 

Mr. Morris. Yes, sir. 

Mr. Fuanacan. Whose idea was it, Mr. Morris, to set up this chari- 
table foundation ¢ 

Mr. Morris. These young students or graduate students who had 
obtained their doctorates in American universities and who, today, 
are exiled from their country, had many dreams of making China a 
better place to live in, like a lot of young people who want to improve 
conditions in their country, and through the China Trading and Indus- 
trial Development Foundation they had already commenced on a pro- 
gram of enlightening the people in their country. And this was a 
rather touching incident in my life. You know, we had been talking 
about profits when these young people came and said, “Mr. Morris, 
we would like to set up a foundation, under American charter, or 
American organization’’—as a matter of fact, it was a Delaware cor- 
poration—“and we would like to set up a nonprofit membership cor- 
poration in this country, which will receive the profits from the opera- 
tion of these ships, and which will be trustees in perpetuity.” In other 
words, the board of trustees are elected, and when someone dies or 
resigns his successor is elected. And, of course, they insisted that the 
certificate of incorporation should include a provision that no profits 
shall inure to the benefit of any one of the trustees. In those days, 
the China mainland was still free; the iron curtain had not descended, 
and they had dreams of hospitals, medical schools, health centers, 
circulation of trade journals, and professional journals, a lot of things 
which could be financed in direct proportion to the success of this 
venture. 

Now, to show they were not interested in Communist China, as soon 
as the curtain of darkness fell, they had to abandon any plans, just 
like the Rockefeller Foundation or Yale in China or the Presbyterian 
missionaries or the Catholic missionaries had to give up their plans. 
Many of them are still coming through, after having tried to do their 
duty toward the people they wdrk for and with. 

Senator McCarruy. May I interrupt? Do I understand the young 
men you are thinking of are the same young men who controlled C hina 
Trading ? 

Mr. Morris. Yes, sir. 

Senator McCarrny. And you are aware of the fact that China Trad- 
ing, or these young men who controlled China Trading 

Mr. Morris. China Trading made the first donation. 

Senator McCartny. Let me finish, if Imay. We will get the record 
straight as we go along. 

You are aware of the fact that the young men that you say were 
wanting to help out China, who were controlling China Trading, 
shipped 26 cargoes of war material to Communist China after the 
Korean war started? Are vou aware of that / 

Mr. Morris. You don’t want me to finish my answer to Mr. 
Flanagan ? ; 
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Senator McCarrny. I want you to answer this question. 

Mr. Morris. And then go back? 

Senator McCarruy. I want you to answer this question now, 

Mr. Morrts. All right. Am I aware that 26 cargoes of oil had been 
shipped ¢ 

Senator McCarruy. Twenty-six cargoes, I said. 

Mr. Fuanacan. Of goods, which were carried in and out of Com 
munist China by this group after the start of the Korean war. 

Senator McCarruy. Are you aware of that 

Mr. Morris. No. All I know is that about 4 United Tanker voyages 
out of 200 total charters. 

Senator McCarriry. You are telling us about these young men who 
organized the nonprofit corporation to help the Chinese people, as you 
are the president of the corporation which they formed. IT now ask 
you: Do you know that after the Korean war started, those young 
men in control of China Trading carried on an extensive shi pping 
business with Communist China? Are you aware of that / 

Mr. Morris. Senator, I think I see suddenly the difficulty you are in. 

Senator McCarruy. You just answer my question. Do not worry 
about my difficulty. 

Mr. Morris. No; I am worried about the impression you are creating. 

This is the way I am going to answer it: That these young men 
who came to me are not members or stockholders of the China Trad- 
ing that you are referring to, any longer. I believe that they got 
out. They are now in this country. The ones you are referring to 
are operating out of Hong Kong, and we don’t represent them, and I 
know nothing of their business, so I will have to answer, to your 
question “No.” 

Mr. FLanacan. It has been testified here, Mr. Morris, that Chi 
Trading in Hong Kong and China Trading in New York, and all the 
other China Trading groups in the world, are closely affiliated and 
always have been. That was in the record here. 

Mr. Morris. I think they may have been closely affiliated, but does 
that mean that China Trading, New York, is responsible for the 
policies of China Trading, Hong Kong? 

Senator Nixon. On that point, Mr. Morris, China Trading is not 
an American corpor% ation; is it? It isa foreign corpor ation! 

Mr. Morris. No; I think there is a China Trading American co) 
poration. Ask Mr. Wasson. I don’t know. 

Senator Nrxon. Wait a minute. I will ask you, because you have 
indicated you have had very little to do with this transaction, but 
you know about some of the applications that have been filed. 

Just so you will know what you said in the letter you wrote. 

Mr. Morris. Oh, that China- 

Senator Nixon. Absolutely. They were the ones you represented. 
The China Trading you represented was a foreign corporation; was 
it not? It was a foreign corporation at the time you filed the appli- 
cation with the Maritime Commission. Right? 

Mr. Morris. Senator Nixon, you are right that that China Trad 
ing—all I am saying is that the Chinese who were interested in this, 
these young men, are no longer financially interested in the corpora- 
tion. You see, time makes a lot of difference. It makes a lot of differ 
ence whether you are talking about “46 or “42. 
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Senator Nixon. I understand. Now, just so that we can get this 
time element, so that we all are talking about the same thing, the 
China Trading that you represented and that your firm re presented 
at the time you filed the application with the Maritime Commission, at 
the time you sent the letter down, the covering letter, on those applica- 
tions, you personally—that China Trading was a Chinese corporation 
and not an American corporation. Right ‘ 

Mr. Morris. There is no question about it. But I am not responsi- 
ble for the acts that they did later on, any more than you are for a 
client you had 15 years ago. 

Senator Nrxon. I am not raising that point. I am trying to find 
out: When did that China Trading become an American corporation ? 
Because the record also shows that your firm continued to represent 
China Trading into 1950. I mean on incidental things. 

Mr. Morrts. You would have to ask Mr. Wasson. I didn’t know 
that we did. They may have come in to consult Mr. Wasson about 
something, but I don’t think that you could say Mr. Wasson or my 
firm was counsel for China Trading after that original application. 

Senator Nixon. All right. Let me me? it this way: Would there 
have been any question in your mind as far as China Trading was 
concerned that engaging in this type of trade was wrong? There 
would be no question on that point. You have already indicated 
as much. 

Mr. Morris. Wait a minute. What did you say? 

Senator Nixon. There would be no question in your mind as to the 
inconsistency, shall we say, to put it midly, of the people whom you 
represented in China T rading, in setting up this philanthropic or- 
ganization to help Chinese Nationalists, being affiliated with a group 
which at the same time was continuing to trade with Communist 
China? There would be no question in your mind on that point, that 
it would be inconsistent, if it was the same group ? 

Mr. Morris. No. I will tell you. I think you should look into 
this. I haven’t got the facilities. I don’t know this, but you may 
find that in trading with China they may have been carrying vital 
supplies to MacArthur’s troops in Japan. Now, I can’t state that, 
but you can find out. It depends what the trade was. For instance, 
do you know that we are trading with Communist Russia today? 
You know. How do they get dollars over there? They must sell 
furs to people here. I don’t know. 

Senator Nixon. Well, put it this way: 26 shiploads of goods were 
carried in and out of Communist China en China Trading after the 
Korean war began. Do you think that trade was right or wrong? 

Mr. Morris. It depends what the trade was. I don’t know what 
itwas. You do, evidently. I never heard of it before. 

Senator Nixon. You never heard of it before? Then, as far as you 
were concerned, you would not say it would be inconsistent for the 
same people you represented, who had set up the Chinese Nationalist 
corporation, philanthropic corporation, or corporation designed to 
aid Chinese Nationalists—it would not be inconsistent for them also to 
engage in this trade with Communist China? Is that right? 

You say that would depend on the trade? 

Mr. Morrts. Senator Nixon. you would have to tell me a lot more 
before IT would condemn it. Suppose MacArthur needed something 
vital, and they got it. I don’t know. 
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Senator Nixon. You are aware of the fact, of course, that an 
embargo at the present time has been placed on all trade to Communist 
China. Would that not be an indication that any trade with Chinese 
Communist area after the Korean war began was against the inter- 
ests of the United States? 

Mr. Morris. There might possibly be circumstances which would 
require our military to get some products. I don’t know. You are 
asking me about policy, which I don’t know about. 

Senator Nixon. I am not trying to get you to change your opinion 
on it. I just want to know what your opinion is. 

As I understand it, then, you do not see such an inconsistency ? 

Mr. Morris. I don’t know about it, Senator. You are asking me 
about something I don’t know. 

Senator Nixon. That is all right. Go ahead. 

Senator McCarruy. Mr. Morris, you were talking about China 
Trading, and you were talking about these young men from China 
‘Trading who set up the China International iF amaieiak Then when 
Mr. Nixon mentioned the China Trading, which had applied for the 
ships, you said, “Oh, that China Trading.” 

From that do I understand that you have in mind more than one 
China Trading Corp. ¢ 

Mr. Morris. I think Mr. Wasson would bear me out that the peo- 
ple who were responsible for this financing and the acquisition of 
these ships, I think you will find—I know one of them, Mr. Tjain, 
who, far from being a Communist, got out, with whatever assets he 
could, and is now in South America. And I think that he and these 
others liquidated their interests in the China Trading referred to by 
Mr. Nixon. There is another China Trading which Mr. Wasson 
probably told you about, which is in New York. 

Mr. FuianacGan. On that point, I have here, which we will place 
in the record, a letter dated February 8, 1951, addressed to this com- 
mittee in another case, by Mr. White, of the law firm of Cadwalader, 
Wickersham & Taft of New York, and he submitted to us at that 
time a statement dated February 7, 1951, which I will put in the 
record, and in that statement I find this. He says: 

There is also a China Trading and Industrial Development Corp. Incorporated 
under the laws of the State of Delaware in 1946— 


now, that is the New York corporation— 


the entire outstanding stock, common and preferred, is owned by China Trading 
and Industrial Development Corp. in Hong Kong. 
and this was dated February 7, 1951. 

Senator Hory. That will be exhibit 50. 

(The document referred to was marked “Exhibit No. 50,” and wil! 
be found in the appendix on p. 723.) 

Senator McCartuy. Now, Mr. Morris, when you told us that the 
young men who controlled China Trading set up this foundation, you 
were referring to the foreign corporation, were you? or were you 
referring to the domestic corporation ? 

Mr. Morris. I was referring specifically to three gentlemen—Dr. C. 
Y. Chen, Mr. P. T. Chin, and Mr. C. C. Wei—who were the three 
individuals whom I met, and who wanted to accomplish what has 
actually happened. 
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Here are four trustees sitting with $12,000,000 worth of tankers, 
perhaps a $6,000,000 equity at present- a liquidating values, sworn 
to carry out humane and decent concepts, which these three young 
men had in their minds and which they were foreclosed from carry- 
ing out because of our exclusionar y feeling toward foreigners. 

Senator McCarruy. Mr. Morris, will you listen to the question? 

I will ask the reporter to read it. 

(The question referred to was read by the reporter. ) 

Mr. Morris. The foreign corporation 

Senator McCarruy. The foreign corporation. 

Mr. Morris. Yes, sir. It was then in Shanghai, I guess; wasn’t it ? 

Senator McCarruy. So, do you know where those three men—will 
you give me their names again ! 

Mr. Morris. C. Y. Chen—— 

Senator McCarrny. C. Y. C-h-e-n? 

Mr. Morris. Yes. C.C. Weiand P. T. Chin. 

Senator McCarrny. P.'T. C-h-i-n? 

Mr. Morris. Yes. 

Senator McCarrny. And was it your testimony that those three 
men no longer control the Hong Kong corporation 

Mr. Morris. I don’t know that they ever controlled it. And I think 
whatever interest they have—I haven’t asked them. It is none of my 
business. But I think they have liquidated whatever interest they 
have. 

Senator McCarruy. You said you did not know they ever controlled 
it. 

Mr. Morris. I really don’t, Senator. 

Senator McCarrny. Let me ask you this question: Is it correct that 
China Trading set up the international foundation, so that whoever 
did control— by “China Trading,” I am referring now to the foreign 
corporation—China Trading set up this international foundation, so 
that whoever set up the international foundation of necessity had to 
control China Trading? Is that correct? Do you understand me? 

Mr. Morris. Yes;I do. Ido. I think that probably the people who 
did control China Trading in Shanghai, which was before the Com- 
munist invasion—I think those people were in sympathy with the 
objectives of these three young men whose names I just mentioned. 
And I think they made this foundation possible. 

Senator McCarrny. You say you think. 

Mr. Morris. Yes. 

Senator McCarruy. You know, do you not? 

Mr. Morris. No; because I never met the people in control. All I 
know is that here I am with 10 million or 12 million dollars’ worth 
of ships. 

Senator McCarruy. Now, Newbold Morris is now president of this 
corporation. Have you been president since it was formed ? 

Mr. Morris. Yes, Senator. 

Senator McCarrny. Now, can you tell us whether or not anyone 
outside of China Trading, that is, the foreign corporation, did any- 
thing toward contributing funds or ability to set up the China Inter- 
national Foundation ? 

Mr. Morris. Well, Messrs. Lenfest, Sieling, and Tode turned over 
their stock. 
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I remember distinctly that Mr. Lenfest sold his stock for $10,000, 
and China Trading put up the money to purchase it, and turned it 
over to the foundation. The other two, as I remember, made direct 
contributions of their stock to the foundation. 

Senator McCarruy. So that it all came from China Trading / 

Mr. Morris. Well, no—well, substantially, yes. And the first gift, 
the first contribution, that started off on a very small program, | 
believe came from China Trading. 

Senator McCarruy. Let me ask you this: Do you know of anyone, 
other than the stockholders, the officers, in China Trading, who con- 
tributed to the formation of China International Foundation’ Any- 
one? 

Mr. Morris. No; I do not. 

Senator McCarruy. You do not. So, as far as you know, then, all 
- funds, everything, came either from the officers of China Trading 

‘from the corporation itself. 

a Morris. I think that is a fair statement. In other words, the 
question is: Is there any other benefactor ? 

I don’t know of any. 

Senator McCarruy. This was in 1948 ? 

Mr. Morris. Yes, sir. 

Senator McCarruy. Now, is it your position that the control of 
China Trading has shifted or changed since 1948? Or is it run by 
the same man who set up the China Foundation ¢ 

Mr. Morris. I happen to know that Dr. Tjain did liquidate his 
interests. Now, how much of a factor or how much of a control he 
had in the original China Trading, we are discussing, I don’t know, 
but Lam pretty sure that there has been a very great change in control 
of China Trading, which is now located in Hong Kong. For instance, 
I know of Mr. Tjain having gotten out, because I met him, and he 
took his paper mill to C uritiba, Brazil, and set it up there. He isa 
free enter pr ser. 

Senator McCarruy. Let us forget about the paper mill. 

(side from Tjain, do you know about anyone else who was con- 
trolling China Trading. or held a controlling interest in China Tr ad- 
ing in 1948 who no longer has such an interest, anyone besides Tjain? 

Mr. Morrts. Well, you said controlling interest. If you say “inter- 
est.” I think I can answer your question. 

Senator McCarrny. No; we are talking about the control. 

Mr. Morris. Then I can’t answer that. I don’t know. 

If you just say “interest,” I can give you another name, but if vou 
say “controlling interest.” I can’t. 

Senator McCarrny. Then, as far as you know, the same individuals 
who held the controlling interest in 1948:still hold the controlling in- 
terests and held the controlling interest during all of the shipments 
to Communist China. 

Mr. Morris. No; I don’t know that, Senator. 

Senator McCartrny. Do you know of any change? You were thei! 
attorney. Do you know of any change ? 

Mr. Morris. No: I am not their attorney. 

Senator McCarriy. Your law partner has testified that your law 
firm has been representing China Trading as late as 1950. Is tha 
right ? 

Senator Hory. Not as general counsel. 
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Mr. Firanacan. Not as general counsel, but I am sure in specified 
matters. 

Senator McCarruy. Then do you know of any change in the control 
of China Trading between 1948 and the present date? 

Mr. Morris. I do not. 

Senator McCarrny. You do not. So, then, as far as you know, 
those who controlled China Trading when it set up the China Inter- 
national Foundation still control China Trading ¢ 

Mr. Morris. No; I can’t answer that question. I don’t know. It is 
none of my business. 

Senator Unperwoop. Can I ask one question there / 

Now. when the China International Foundation was formed, at 
whose suggestion was that / 

Mr. Morris. When it was formed ? 

Senator UNpERWoop. Yes. Who suggested that it be formed ? 

Mr. Morais. I was trying to answer Mr. Flanagan. These three 
gentlemen, Mr. C. Y. C hen, ¢ *.. C. Wei, and P. T. Chin, came in and 
told me of their hopes and dreams for a better China and what they 
wanted to do with this money. And they didn’t want any personal 
profit. That is why when some of this t: alk about blood mone y comes 
out, that is unfair. These fellows can’t get any profits. They turn 
it over to me. 

Senator Unperwoop. I am endeavoring to ask you a fair question, 
myself. 

Mr. Morris. Yes, sir. 

Senator Unperwoop. I just wondered who made the suggestion. 

Mr. Morris. Well, I answered. Those three gentlemen. 

Senator Unperwoop. Now, that is the same Mr. Wei who is secre- 
tary-Treasury of the United Tanker Corp. 

Mr. Morris. He was. 

Senator Unperwoop. And he was an officer in the China Trading & 
Industrial Development Corp. ¢ 

Mr. Morris. I don’t know if he was an officer or not. think Mr. 
Chen was. I don’t remember if Mr. Wei was. 

Senator UNpDERWoOD. When you were discussing’ t! 1S matter with 
members of the Maritime Commission, did they know that Mr. Wei 
was an officer in both of these companies ¢ 

Mr. Morris. I think if he was, his name would have been in the 
application, and I am pretty sure it was. But you will have to ask 
Mr. Wasson that. I don’t know. TI don’t remember. 

Senator Unperwoop. Did you draw up the articles or have anv- 
thing to do with the formation of the China International Founda- 
tion ? 

Mr. Morris. No, sir. My partner, Mr. Wasson, prepared the cer- 
tificate of incorporation, filed it, came to me, and my first duty was 
to take over as president. , 

Senator Unperwoop. Has your law firm represe nte “l any of these 
men before, before the applic ation was made for the purchases of 
these tankers by those two companies / 

Mr. Morris. I don’t know if you came in late, Senator. I said the 
first time, I think, that my partner, Mr, Wasosn, knew about them, 
certainly the first time I knew about them was when they came in to 
consult him. And he looked into the Shipping Act and advised them 
about. what could be done for acquiring the ships for the purpose 





502 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


I have mentioned four or five times. I think that is the first time that 
they came, certainly before me, that I knew about them. 

Senator Munpr. Mr. Chairman ¢ 

Senator Hory. Senator Mundt. 

Senator Munor. I have a question here which is not related (0 
that, which might clear up a matter which is causing some confusion. 

You are quoted in the New York Herald Tribune for February 5 
in an article by Robert J. Donovan, as saying the following: 

Mr. Morris insisted that he never received a single dollar in the transaction 
over tankers which is the subject of a Senate investigation. 


Is that correct ? 

Mr. Morris. Any time Bob Donovan quotes me, he is right. 

Senator Munpr. My question is whether that was right. 

Mr. Morris. That is right. 

Senator Munpr. How do you relate that to the testimony of you 
partner, Mr. Wasson, who testified, referring to his concern, |iis 
law firm: 

We have acted as counsel for United Tanker Corp. since its organization on 
December 10, 1947. Our services have been the normal services of attorneys, 
billed to our clients in the usual way, and divided among the members of ow 
firm in the same manner as any other fees we have received, and the total fees 
were in the neighborhood of $158,000. 

Still you testify you have not received a single dollar. 

Mr. Morris. Well, the first question related to my duties as presi 
dent of the Foundation. 

Senator Munpr. It has nothing to do with that at all. I read you 
the article from Mr. Donovan, which you said was correct. I read 
it again. 

Mr. Morris also insisted that he never received a single dollar in the trans 
action over tankers which is the subject of a Senate investigation. 

Mr. Morris. Oh, I am sorry. I didn’t hear that. I thought you 
were talking about the Foundation. 

Senator Munpr. I read you from the article. 

Mr. Morris. My answer related—well, as a matter of fact, I sup 
pose you could say I didn’t profit from the tanker transactions be 
‘ause I wasn’t a party. We were attorneys, and everybody knows 
that attorneys have to work for a living, and it is understood that when 
a firm represents a client, they usually get paid. Sometimes they do 
not. But I did not profit. Don’t you see, Senator? If you will rea: 
it again—— 

Senator Munpr. Well, I will read it again. 

Mr. Morris. I did not profit from the transactions. 

Senator Munpr. I willread it. You asked me to read it. 

Mr. Morris also insisted that he never received a single dollar in the trans 
action over tankers which is the subject of a Senate investigation. 

To me that is a very clear statement. 

Mr. Morris. That is why Bob Donovan is right. I didn’t. 

Senator Munopr. Just a minute. There are no two of us who can 
talk at once, either here or at Albany. 

Mr. Morris. I am trying to talk. 

Senator Munpr. All right. You go ahead. I will ask the ques 
tion after you have answered it. 
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Mr. Morris. That is very gracious of you, Senator. You see, the 
way that question was put was: Did I profit from the sale as a princi- 
pal or an agent? And I said no; I hadn’t. Because that is a simple 
answer to a question. Because the implication is that Morris is 
mixed up in all these gigantic profits. In fact, you forgot all about 
Casey. You still forget about him. I did not profit from those 
transactions. And that statement is true, and you know it is true. 

Senator Munpr. Are you ready for the question now / 

Mr. Morris. Yes, sir. 

Senator Munpr. Do you consider that a forthright answer to the 
American public, who expect forthrightness from their No, 1 clean-up 
man, when you are asked whether you received anything from the 
transaction, ‘and you say, “Not a single dollar,” and now you say you 
were cut in ona $1! 58,000 fee? 

Mr. Morris. Just let me look at my wife’s message, will you? And 
[ will count three. One-two-three. 

I said that my firm represented, and everybody knows that my 
firm represented, United Tanker, and everybody knows that attorneys 
are entitled to get paid for their services, and everybody knows, includ- 
ing you, that Mr. Wasson’s services were not ov ercompensated for. 

Senator Munpr. All right, then. 

To get down to the fact, you did receive some money from this 
transaction as a participating attorney. Right? Am I right, or 
wrong, now ? 

Mr. Morris. As a member of the firm, I did receive my share of 
the fee under the partnership arrangement. 

Senator Munpr. All right. Just what amount of money did you 
receive from this transaction ? 

Mr. Morris. Well, I can’t answer that question, because, first of all, 
I would have to give you the partnership agreement, and my life has 
been a little complicated. In 1948, until 1948, I was a member of the 
New York City Planning Commission, and during that period I didn’t 
take full partnershi profits, because I was only “there half-time. 

Senator Munopr. YG probably took your full partnership share 
here, because you were very active down in Washington in the initial 
stages of this transaction. 

Mr. Morris. No, I think you will find that that first year, or the 
second year, or the third year, I was involved in other activities, and 
[ don’t feel that my partners ought to carry me on their shoulders 
when I am off doing something else. Like now. I have given up all 
my right to my partnership interest. 

Senator Munpr. How much did you receive of the $158,000 ? 

Mr. Morris. You have $158,000 in your mind ? 

Senator Munpr. For the firm. 

Mr. Morris. For the 4-year period, more than 4 years, if that is 
the figure, which I don’t know it is, but assuming it is, I think I 
probably would have gotten, in my share, under the partnership agree- 
ment, unless some of it was received when I was out—I mean, I would 
have to get our accounting figures to tell you. But I think it is fair 
to say that I got something less, a little bit less, quite a lot less, than 
one-fifth of those fees. 

Senator Munpr. And under your partnership agreement, you would 
have gotten one-fifth, and you may have gotten a little less, because 
you were in the New York council; is that r ight? ? 
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Mr. Morris. Yes. These poor fellows that I practice with, you 
know—I am out raising money for the YMCA now. Tén million 
dollars I have to raise for the YMCA in its centennial drive. So 1 
am out of the office 3 or 4 hours every day, for that or some othe: 
cause. 

Senator Munpr. So what you got was between thirty and thirty- 
five thousand dollars ? 

Mr. Morris. I think that is probably fair, over a 4-year period. 
No—whoa—wait a minute. Are you a lawyer, Senator? 

Senator Munpr. Iam happy to say I am not. 

Mr. Morris. When you run a law office, you have got rent, stenog- 
raphers, staff. 

Senator Munpr. I am not talking about net profit. I am talking 
about your commission. 

Mr. Morris. After these fees come into the pool, and then after 
you have deducted your operating expenses, you get your share. So 
I can’t tell you what it was, but it is certainly nothing like $30,000. 

Senator Munvr. What was the average gross fee of your firm of 
attorneys during these 4 years? Average for the year. 

Mr. Morrts. I can’t answer that. We started out absolutely cold, 
We all had firms we could have gone back to, but we wanted to start 
“u new one. 

Senator Munpr. I am trying to find out whether this was a big 
substantial amount in proportion. 

Mr. Morris. No. 

Senator Munpr. Not much of the rent or the telephone bill came 
out of that? 

Mr. Morris. No, we are not in the class of attorneys you are used to 
seeing before you ¢ 

Senator McCarruy. I do not understand that. 

Mr. Morris. Well, he is asking me rather personal questions. When 
people ask me in New York how I am doing, I try to evade it. I say, 
Well, I am still trying to get my first million.” 

Senator McCarrny. Let me ask you this, Mr. Morris. You are 
submitting a questionnaire to a vast number of Government em- 
ployees. You are not going to let them evade the questions. 

Mr. Morris. Well, now, Senator—— 

Senator McCarruy. I do not think you should evade, either. 

Mr. Morris. I am going to give them plenty of time to get account- 
ing figures out. Iam giving them 2 weeks, you gave me 2 minutes to 
answer. 

Senator Munpr. I am just trying to find out whether you can esti- 
mate the gross income of your firm of attorneys during this 4-year 
period, so ‘that we can see how much of the $158,000 had to be taken 
out for rent and postage stamps, and so forth, so that you would get 
less than $35,000 as your individual cut. I am not holding you to 
accountants’ figures. If you can make an estimate, fine. If not, fine. 

Mr. Morris. I think the first year we probably had a gross—— 

Senator Munpr. What year is this? 

Mr. Morris. That is 1946. We might have had a gross of approxi- 
niately—that was our first year. We had 9 months. 

Senator Munpr. That was not involving this transaction. 

Mr. Morris. What year do you want ? 
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Senator Munpr. Starting with the first year of the transaction, 
1947, when you started coming down to W ashington signing letters, 
making telephone « ‘alls, inter esting yourself in the transaction. 1947. 

Mr. “Morris. In 1947, if I had to make a guess, I would say our 
profits, our gross fees, were somewhere around $110,000, or something 
like that. But that is only my memory. That is a guess. 

Senator Munpr. I am not holding you to exact figures. 

Mr. Morris. Well, you know, you read about these big shots. It 
isn’t up there. 

Senator Munpr. That is 1947. Now, how about 1948? In 1947, 
about a therd of your income came from the tanker deal. Right ? 

Mr. Morris. I don’t think Mr. Wasson got paid that amount in 1947. 

Senator Munpr. | am just taking your figures. You said a fifth of 
the profits. 

Mr. Morris. Why don’t you recall him, and he will give it to you 
more accurately. I don’t know. I am not the managing partner. 

Senator Munpr. I gather the impression, very frankly, Mr. Morris, 
from reading this, whie ‘+h Tam sure millions of Americans did. that 
you never took a dime out of this deal. 

Because from what it says in the paper—— 

Mr. Morris. You are right, Senator. I never did take a dime out of 
the deal. 

Senator Munpr. You are right. It was $25,000; it wasn't a dime. I 
read in the paper that you said you never received a single dollar in 
the transaction of the tankers, which is the subject of a Senate investi- 
gation. Now, it is probably true that some technicality could be em- 
ployed to say it was a legal commission and not a fee. IT was not 
interested in fees or commissions. J] was not interested in that. I was 
interested in whether you profited personally by this transaction, 
Now you testify “ves” . because vou secured a fee of $158,000 for 4 years 
and got $30,000 a vear, coming to you, which was about a third or a 
fifth of your income for the initial year. 

Mr. Morris. But that is not right, because I don’t think Mr. Was- 
son’s fee the first year was what it was the third. 

Senator Munpr. Well, all right. 

Mr. Morris. You will have to ask him that. 

Senator Munpr. Well, the figures are right. The $30,000 is right. 

Mr. Morris. Senator, I could have asked Bob Donovan to sit down 
and ny “Now, look, Bob. You know, attorneys get paid. You are 
right. I didn’t get anything from the transactions, but attorneys do 
work for a : fee.” But I didn’t want to insult him by doing that. He 
knows that. And most people do, if they have any sense. 

Senator Munpr. Would that not have been a lot more forthright 
with the American public than to say you didn’t get a dollar 

Mr. Morris. No. I don’t think it would. I am not known as an 
unforthright man. 

Senator Munpr. Well, I was in hopes that was true. 

Mr. Morris. Well, it is true, Senator. 

Senator Munpt. | was wondering therefore whiy this statement did 
not mention anything about fees. There is nothing there at all. We 
had a long investigation here involving the chairman of the Re ‘pub- 
lican Party and the chairman of the Democratie P arty. In our com- 
mittee we criticized both for lack of forthrightness in answering 
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questions specifically as you are quoted in answering this one in the 
paper here. 

Mr. Morris. But, Senator, everybody knows lawyers get paid fees. 
It would have been stupid of me to say, “Well, I didn’t profit from 
the transactions” 

Senator Munpr. You did not mention in your interview with the 
press that you were a lawyer in the case. 

Mr. Morris. It is known we are. Bob Donovan knows it. Every- 
body knows it now. And they did then. 

Senator Horry. Any further questions at this time? 

Senator Munpr. Well, I think the testimony stands, unless you want 
to change it, that his income was in the neighborhood of $30,000 to 
$35,000, less the percentage costs 

Mr. Morris. Not for that year. 

Senator Munpr. During the total 4 years—less the percentage costs 
of running your office. Is that right? 

Mr. Morris. Yes, Senator. 

Senator McCarruy. Mr. Morris, can we agree on this: That if you 
had been unsuccessful in getting tankers for United Tanker and China 
Trading, then you would not have received this $30,000 or $35,000 
personally? Is that not correct ¢ 

Mr. Morris. Well, obviously, you can’t charge a fee when nothing 
happens. 

Senator McCarruy. So that you received the fee because you were 
successful in getting the tankers. 

Mr. Morris. I suppose that Mr. Wasson, if the tankers had not been 
finally acquired—if Mr. Wasson’s duties would have terminated as 
attorney, he probably would have sent a very small bill to China Trad 
ing for his advice. Maybe he did anyway. I don’t know. 

Senator McCarrny. So that we can agree on this: That you did 
profit substantially, personally, because the tankers were ultimately 
received by United Tanker. There is no question about that, is there? 

Mr. Morris. Well, it is a dreadful thing to say, but I have been an 
attorney for an estate and I might have profited because somebody 
died, if you want to be logical, but I don’t think that is the way to 
put it. 

Senator McCartuy. I am not trying to criticize you for what you 
did, Mr. Morris. lam trying to get the facts. 

Mr. Morris. I try to earn an honest living 

Senator McCarruy. Let me finish, please. 

Mr. Morris. And in accordance with the law. 

Senator McCarruy. Let me finish, please. I have not, and I do 
not think any Senator has all morning, tried to tell you whether you 
did what was right or wrong. We are not deciding that at this time. 
Weare trying to get the facts. 

Now, in view of the fact that you did broadcast this statement that 
you profited not at all because of the tanker deal, I ask you the ques 
tion: Is it correct that had the tankers not been received by United 
Tanker, as of today you would be some $30,000 or $35,000 poorer, or 
at least you would have gotten some $30,000 or $35,000 less in fees / 

Mr. Morris. Well, Mr. Wasson might have another client that would 
have paid him more. I might have been better off. I don’t know. 

Senator McCarrny. O. K. 
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Senator Horr. We will enter in the record, as suggested by Senator 
Mundt, a release from the Chinese Embassy, dated April 13, 1951. 
This is not sworn testimony. We will put it in for whatever value 
it has in the case. That will be exhibit No. 51. 

(The document referred to was marked “Exhibit No. 51,” and will 
be found in the appendix on p. 724.) 

Senator Hory. Mr. Morris, I do not believe we will be able to 
conclude now. 

It is adjournment time. 

We will ask you to come back in the morning at 10 o’clock, if you 
will. 

Mr. Morris. Tomorrow ? 

Senator Hory. Yes. 

We will not adjourn until 10 o’clock in the morning. 

(Whereupon, at 12:40 p. m., Tuesday, March 11, 1952, the hearing 
was recessed until 10 a. m., Wednesday, March 12, 1952.) ; 
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WEDNESDAY, MARCH 12, 1952 


Unirep States SENATE, 
PERMANENT SUBCOMMITTEE OF THE INVESTIGATIONS OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, DD: c. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
951, Eighty-second Congress, second session, agreed to January 24, 
1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee) presiding. 

Present : Senators Hoey, McCleilan, Underwood, McCarthy, Mundt, 
and Nixon, 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Jerome S. Adlerman, assistant 
counsel; William A. Leece, assistant counsel; Louis Sornson, ac- 
countant, and Ruth Young, chief clerk. 

Senator Hory. The committee will come to order. 

I trust that we may expedite matters as much as possible this morn- 
ing, and I want to suggest to the members of the committee and to the 
witness that if we can avoid wholly irrelevant questions and make 
direct responses we can make better time. I am not suggesting that 
by way of criticism of anybody, but I merely do suggest that if we 
can have direct questions and direct answers we will make better prog- 
ress. 


TESTIMONY OF NEWBOLD MORRIS, LOVEJOY, MORRIS, WASSON & 
HUPPUCH, NEW YORK, N. Y.—Resumed 


Mr. Morris. Mr. Chairman, may I impose on your gracious con- 
duct of these meetings to ask if I could just make a statement! I left 
what I think may have been an unfair impression with regard to 
certain remarks about ex-Congressman Casey, and it won't take me 
a minute, 

Senator Hory. Go right ahead with any statement you wish to 
make, 

Mr. Morris. It was my intention in the morning session yesterday 
not to imply in any way that ex-Congressman Casey or his group, 
which included such outstanding citizens as the late Secretary of 
State Stettinius, and the hero of the Pacific, Admiral Halsey, and 
Julius Holmes, our Minister to the United States Embassy in Lon- 
don—as far as I know—and I never intended to imply that these 
gentlemen ever violated any law. It was the law itself which I eriti- 
cized, and made recommendations for its amendment. 
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I would just like to have that in the record, that I intended no 
criticism of the conduct of ex-Congressman Casey personally. 

Senator Hory. We are glad to have you make that statement, M: 
Morris, and it will be included in the record. 

Mr. Morris. Mr. Chairman, there is one other matter, There were 
many implications which were ‘left yesterday, but one in particular wa- 
startling tome. The question was asked of me whether I had made 
arrangements for a visit with the Chairman of the Maritime Com 
mission through the White House. I was completely astonished, but. 
if you recall, I did search my memory, and I came up again with a 
second answer the same as the first, that I knew I hadn't. 

I would like to ask your counsel, Mr. Chairman, or you, or anyone 
else who knows: Has anyone gotten in touch with the Mr. Turne: 
who was mentioned here, who was supposed to be my friend or con 
tact in the White House? His name was mentioned. Because if 
you haven’t, I have had him looked up. 

Senator Hoey. I have no special information. Mr Flanagan might 
have some. 

Senator McCarruy. Mr. Chairman, may I suggest that while it is 
unusual, I think, to give a witness a preview of the testimony which 
will come after, if this witness thinks it is important in order for him 
to intelligently continue with his testimony, I suggest that we call 
Admiral Smith and put him on the stand. “That is a courtesy which 
normally I do not think we show to a witness, but if the witness wants 
that, I think we should put Admiral Smith on the stand now. 

Mr. Morris. I would like to nail a misapprehension before it goes 
any further. That is all. 

Senator McCarruy. May I ask Mr. Morris: Do you feel in order for 
you to testify you must know what Admiral Smith’s testimony will be / 

Mr. Morris. Oh, no. No, sir. 

Senator McCarrny. I would be glad to have him called, if the 
chairman cares to put Admiral Smith on the stand, and ask him who 
made the original contact with him. 

Senator Hoey. I do not think that this is orderly procedure. 

Senator McCarruy. I do not, either. 

Senator Horry. The information some of the Senators have, and | 
have no personal knowledge about that myself, is that Admiral Smit) 
had received some such message. And as to what would be develope: 
about that, of course, that will be developed when Admiral Smith: 
comes on the stand later in the proceedings. But I do not think it 
would be orderly procedure to stop now and take up some other 
witness. 

But I can say, for your information, that the information given to 
Mr. Flanagan and to some of the other Senators is that Admiral 
Smith is supposed to have said and probably will say on the stand that 
he had received some suggestion or advice from somebody, probably 
a Mr. Turner, that you wished to have a conference. 

Senator McCarruy. Someone in the White House. 

Mr. Morris. I took the trouble to have Mr. Turner reached, called. 
yesterday after this hearing, and the information I received I heard 
had been relayed to your committee counsel, to the effect that he had 
never heard of me at that time, didn’t know me, and knew nothing 
about my visit. 
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Senator Horry. Of course, you can make any statement you wish, 
and later in the proceeding before we finish the hearing, Admiral 
Smith will be a witness. He will be a witness in connection with the 
whole transaction, the ship business, and at that time he will be asked 
about this matter. 

Did you have any further statement you wanted to make now? 

Mr. Morris. No. Thank you, Senator, for your courtesy. 

Senator Horry. All right. 

Mr. Flanagan ? 

Mr. Fuanacan. Mr. Morris, referring to your testimony yesterday 
on page 9300 of the record, we were discussing the fact that it might 
be better to sell these ships at public auction or in public hearings at 
least. You said: 

But what you really ought to recommend is that Government property which 
is for sale should be advertised with specifications, and public hearings held 


thereon, and public bids made, open and public, and then you will get a price, 
so that you won’t have middlemen coming along and grabbing $450,000. 


And then later, on page 9312, you said: 


The Casey group got allocations of tankers, and they turned around and sold 
the ships when they got them, without ever having to put up anything except 
the cost of the incorporation and whatever legal services there were. The 
disgrace is not that they did that, but that the Legislature of the United States, 
the representatives of the people, haven't got a statute on the books which takes 
care of such a situation. 

And then you later testified that before you were through here, you 
would have such a bill. 

Now, I gather from that testimony, or am I right in gathering from 
that testimony, Mr. Morris, that you think it is improper for gt ‘oups 
such as the Casey group to come in and make these large profits In 
dealing in nothing but allocations from the United States Govern- 
ment ¢ 

Mr. Morris. Do I think it is improper? 

Mr. FuanaGan. Yes, sir. 

Mr. Morris. Well, I suppose anything that is not a violation of the 
law under our standards is not improper. That is why I made that 
statement. I didn’t want to indicate that I thought that Congressman 
Casey or his associates had done anything to be criticized. They 
took advantage of the law or the lack of the law, and the American 
system of free enterprise, and made a profit. 

Mr. Franacan. Then if you don’t think it is improper, why do you 
criticize the Congress, and why do you yourself propose that a bill be 
passed to stop it? 

Mr. Morris. Because I think the American people ought to have 
the advantage of public bidding and get the best possible. price. 

Now, in this instance, robably, if this group that sold the tankers 
came in, and United Tislar o “ame in, United Tanker probably would 
have made the bid at a price which they finally acquired the ships for. 
They probably would have gone that high to get them. So the United 
States Government. would “have received the $450,000, and not the 
private group. It is as simple as that. 

Mr. Franacan. Do you feel that your group, or your client, should 
be restricted in their actions, in that they went out and paid this type 
of money ? 

Mr. Morris. Do I feel that they should be restricted ? 
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Mr. Fuanacan. Yes; do you think that your bill, the bill you are 
going to propose or are thinking about, should restrict your client 
from doing what they did? 

Mr. Morris. No; I think they ought to have the advantage of com 
ing in, with satisfactory proof of their financial strength or resources, 
and should be accepted as bidders, and then you would have made » 
better profit for tankers. 

For instance, one of the statements I think I made yesterday wa: 
that on my visits to the Maritime Commission, I discovered that there 
were more citizen bids than there were tankers. Well, that means you 
have a market. Why not take advantage of that market, instead of 
having a statutory sales price? You might use it as an upset price for 
public bidding, but why should there be a statutory fixed price without 

taking advantage of an overdemand and an undersupply of ships? 
That is an economic factor which I think should be apparent 

Mr. Franacan. And I gather from your testimony and statement 
this morning, that you are more or less retracting what you said yes- 
terday when. you stated that you wanted to do this so that you wouldn't 
have middlemen coming along and grabbing $450,000 ? 

Mr. Morris. I will tell you. I would like to retract the word “grab 
bing.” I don’t think that is a good word. But I was in a cross-fire, 
here. There were a lot of words going around. And with apologies to 
your chairman, I think “orabbing” might be too—‘grabbing” implies 
taking something you are not entitled to. And that is why I made 
my statement this morning. It left an unfair impression about Con- 
gressman Casey. 

Mr. Firanacan. Did you desire to change this 

Mr. Morris. Not at all. 

Mr. Fuanaean. Did your desire to change this come from your own 
consideration of the matter, or from some outside contacts that might 
have been had with you yesterday ? 

Mr. Morris. I heard through a mutual friend that Mr. Casey was up- 
set about this, and I don’t like anybody to be upset if I have been unfair 
in any way. I am like a lot of other’ people in that way. I don’t like 
to injure people’s reputations by any unfair statements. That is why 
I made the statement this morning. 

Senator Nrxon. You did not hear from Mr. Casey directly ? 

Mr. Morris. No. 

[ assume I am under the oath I was under yesterday, to tell the trut! 
and even if I wasn’t I would still tell the truth. If you want to 
hear the truth, I will say this. And T ama queer kind of a guy. You 
probably wouldn’t understand me. But if I think I have hurt a guy. I 
will take the trouble to call him up and tell him the circumstances 
and tell him I will make a statement in which I will try to make amen 
for being too extreme. It is kind of hard to explain. I guess I ama 
softie, Mr. Chairman. 

Senator McCarrny. Do I understand from that that you called up 
Casey ? 

Mr. Morrts. I called up Mr. Casey. And I have only met him once. 
And I told Mr. Casey what I had said, and that I was sorry if he was 
upset about it. And he didn’t seem so terribly upset. I explained 
to him. . 
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[ said, “I will tell you what I will do, Congressman. I will try to 
make it clear that I intended no criticism of you or any of your 
associates.” 

And that is why I took about a minute of your time before the 
questioning starts. 

Senator Hory. I think that is perfectly clear. 

Let us move along. 

Senator Munpr. I am pretty badly confused at the moment. It is 
not clearto me. Yesterday you testified, I thought, rather indignantly 
about the Casey group and about the fact that somebody, presumably 
on this committee, had adroitly maneuvered the thing around so that 
you became associated with the Casey group, which you implied was 
like becoming associated with leprosy, at the time. You were very 
much disturbed about it, which was perfectly understandable if your 
point of view as of yesterd: iv obtained. 

Then you indignantly stated that you thought the Government’s 
interests were not protected, and promised to get a law passed to stop 
that kind of operation from continuing. 

Mr. Morrts. Gee, I can’t promise to get a law passed. 

Senator Munpr. I think the record will show that you said that 
before you left town, you would get a law passed. 

Mr. Morris. Senator, I said I would have a bill ready. I think I 
am good, but I am not good enough to get you people to pass a law. 

Senator Munpr. You do not think you are as good this morning? 

Mr. Morris. No, I didn’t say that. I said I would have a bill ready 
for you. 

Senator Munpr. I would bet a nickel on it. 

All right. It does not make any difference. I was not trying to 
hold you to what you said. 

Mr. Morris. Maybe we had better bet that nickel. 

Senator Hory. Let us proceed. 

Senator Munpr. The point I am trying to get through is that you 
did say you would try to geta bill passe d. We can agree on that. 

Now, do I understand from what you say this morning that you are 
retracting this whole testimony, this indignation about the fact that 
the Government was not being protected and that you were going to 
get the bill passed I have arrived at no conclusion in my own mind 
whether the ( Casey group did anything wrong, so I was interested 
in your testimony. 

It would seem to me that if the transaction involved something 
wrong, then the Morris group did something wrong. I thought that 
yesterday—just a minute. 

Mr. Morris. You are confused, Senator. Oh, that is dreadful. 

Senator Munpr. I may be. It seems to me that the Casey group 
and the Morris group were doing exactly the same thing, 
that you were both soliciting ships from the Maritime Commission, 
that you were both prepared to pay the statutory price, that the Casey 
group succeeded not because they paid any bribes, not because they 
paid any more money, but because they went in and, either because it 
was at a more appropriate time or because they went in with a citizen- 
ship status which was clear, or for some reason or other, they got 
the ships, and you did not get the ships. 
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I thought you were doing exactly the same thing. So if the Casey 
group was doing something wrong, I thought you were. Now, you 
correct me on that. How did your operation som here for United 
Tanker differ from the Casey group operation? That is what I want 
to know. 

Mr. Morris. I think all the other gentlemen of the committee can 
understand, and I do not want to waste the time of the committee. 
I would be glad to come to your office afterward and explain. 

Senator Munpr. I wish you would explain now. 

Mr. Morris. I spent a lot of time on that yesterday. 

Senator Munpr. You have changed your position since yesterday ; 
is that right? 

Mr. Morris. No; I haven’t. You probably were talking to some- 
body when Mr. Flanagan asked me your first question, did I retract 
my position on the amendment of the law, and I replied to Mr. Flana- 
gan, whose question is very simply phrased, and he isn’t confused 
at all. I don’t know whether you consult with counsel. You should. 
He is very good. I said, “No; my position has not changed in the 
slightest. I feel the same way about public bidding and public 
letting.” 

Senator Munpt. I thought you retracted the word “grabbed” and 
said it was “earned.” There is a lot of difference between “grabbing” 
and “earning.” I thought you did retract. 

Mr. Morris. I asked your very gracious and patient chairman if 
I could have the privilege of taking the word “grabbing” out of the 
record. 

As to your other question, where you really are confused, I will have 
to put it simply. 

Suppose you are my dentist. You are not a lawyer, I understand. 

Senator Munpr. There is a difference between your operation and 
that of the Casey group. That is what I wish you would do if you 
want to put something simply. I wish you would go into that. 

Mr. Morris. You see, we have no financial or spiritual affinity with 
the Casey group. 

Senator Munpr. I know that. 

Mr. Morris. And they acquired ships by direct allocation. 

Senator Munprt. That is correct. 

Mr. Morris. And neither my partner nor my firm nor I had any- 
thing to do with their acquisition of ships. 

Senator Munpt. May I ask you a question there ? 

Mr. Morris. Justa second. Iam trying to clear up your confusion. 

And they in turn sold those ships and made a profit of $450,000. 

Senator Munpr. That I understand. 

Mr. Morris. And you are making it look as if we were part of that 
original deal which acquired the ships, and therefore that we par- 
ticipated in those profits. 

Senator Munpr. No; no. 

Mr. Morris. Then we are all right. 

Senator Munpr. Maybe so. Let me ask you the question again. 
The Casey group applied for ships from the Maritime Commission and 
got them? 

Mr. Morris. That is right. 

Senator Munpr. The Morris group—— 
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Mr. Morris. The United Tankers, please. There was no Morris 
group. 

Senator Munpr. The United Tanker group, represented by Morris 
and Wasson—— 

Mr. Morris. Well, call it United Tanker group, Senator. 

Senator Munpr. Very good. The United Tanker group applied 
for ships from the Maritime Commission. 

Mr. Morris. Yes. 

Senator Munpr. Their application was supported and reinforced 
and persuasively presented by Morris and Wasson, and in spite of 
it all, the United Tanker group did not getthem. Right? 

Mr. Morris. That is correct. 

Senator Munpr. Now, what difference was there between the oper- 
ation of the Casey group which you so indignantly criticized yester- 
day and the operation of the United Tanker group at that stage of 
the game in which you and Mr. Wasson associated yourselves, and 
for which you received a fee of $158,000 over 4 years ? What is the 
difference? That is what I want to know. 

Mr. Morris. Senator, there is absolutely no difference. What I 

yas criticizing was not the Casey group or its method. I was criticiz- 
ing the lethargy of the representatives of the people for not provid- 
ing machinery so that it could be done the other way. 

Senator McCartny. Would you like to have them provide machin- 
ery so that your firm could not make $158,000 out of a deal like this? 

Mr. Morris. Senator, I took some pains yesterday 

Senator McCarruy. I know you took some pains yesterday. 

Mr. Morris. To point out to you—and you know it; in your own 
heart, you know—that my firm made no profit out of this deal. And 
you are a lawyer, and you know better. 

Senator McCarrny. Well, let us see, Mr. Morris. I asked you a 
simple question. You said that if you had not been successful in 
getting the tankers, your firm would not have made the $158,000. 
You are recommending certain legislation. That is certainly a com- 
mendable thing for you to do; recommending what you think we 
should do in the way of legislation. 

I ask you now whether the bill which you intend to draft will not 
only prevent groups like Casey’s from making $450,000, or whatever 
they made, but will also prevent firms of attorneys from being con- 
tact men and making $158,000 in deals like this. Will you—— 

Mr. Morris. You ask the most intelligent questions, Senator, be- 
cause they do bring out things that ought to be made clear. 

My firm received whatever amount it was, I assume the amount you 
stated, not for services rendered in filing these applications. I think 
my firm received about $2,000 in connection with the incorporation 
of United Tanker and its subsidiaries and the application for the 
ships. The $158,000, assuming that figure to be true, was a gross 
figure received over a period of 4 years, not for this work but for all 
kinds of services in connection with ship mortgages and financing 
and negotiations and the closing of titles over a long period of time. 
Now, I am glad you brought that up, because that was not received 
in connection with this sale. 

Senator McCarruy. Do I understand that if the sale had not been 
made, you would not have gotten the money? Right / 
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Mr. Morris. Well, we wouldn’t have closed up the law office. We 
would still have kept on practicing law. 

Senator McCarrny. No; you did not answer my question. 

You said $158,000 was not received in connection with the sale. 
A simple truthful fact is that if you had not been successful in get- 
ting tankers you would not have made $158,000. 

Mr. Morris. It is just as if you represented a corporation which 
was in business and they went bankrupt. You would not make any 
fee after they went out of business. 

Senator McCarruy. Mr. Morris, this is a very simple question. 
You said that you did not receive the $158,000 in connection with the 
sale of tankers. 

Now, it is true that if you had not been successful in getting the 
tankers you would not have received $158,000 ? 

Mr. Morrts. From United Tanker? 

Senator McCarrny. From United Tanker. 

Mr. Morris. The question is so simple. The answer is obviously 
“Yes.” I mean, we would not have received the fee. Your state- 
ment is correct. 

Senator McCarruy. The answer is “Yes”? Or your answer is: 
“No,” you would not have received it? 

Mr. Morris. The answer is “No.” I thought you were making a 
statement. 

Senator McCarrny. Thank you. 

Mr. Fianacan. Mr. Morris, I want to discuss for a few moments 
now the China International Foundation, of which you were presi- 
dent. Is it a fact that the foundation up to this point had sought to 
obtain funds from the operation of the six tankers which are con- 
trolled by United Tanker or its affiliates ¢ 

Mr. Morris. China International Foundation sought to obtain 
control ? 

Mr. Fuanacan. No, no. My question is: Is it not true that the 
foundation seeks to obtain the funds which it will use for charitable 
purposes from the operation of the six tankers which are controlled 
by United Tanker Corp. ? 

Mr. Morris. Or what ever number are left. 

Mr. FranaGan. I think five now. 

Mr. Morris. Yes. 

Mr. Franacan. And up until the Weacham was libeled by the Jus- 
tice Department, it was six? 

Mr. Morris. Whatever it was, yes. 

Mr. Fuanacan. And that was your sole source of income, namely, 
the operation of these tankers? 

Mr. Morris. Yes. Well, to make the picture complete, I believe 
there was a small contribution originally, when the Foundation was 
started, from the China Trading direct. But that is a minor amount. 

Mr. FuanaGan. Aside from contributions, the income, the earned 
income you will obtain, will be from the operation of these tankers? 

Mr. Morris. Or some day the tankers may be sold and we may in- 
vest in United States Steel or—— 

Mr. Franacan. That is right. But at the present time, and for 
the past 4 years, whatever income you received or whatever funds you 
received, was as a result of the operation of these tanker vessels? 

Mr. Morris. Yes, sir. 
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shows that between May of 1949— 
| May of 1950, two of your 
Government carrying oil 
and Siberia‘ 


Mr. Fuanacan. Now, our record 
No. Lamsorry. Between June of 1949 ane 
tankers were engaged in trade with the Soviet 
between Constanza, Rumania, and North China 

Mr. Morris. So I understand. 

Mr. Fuanacan. When did it first come to your attention, Mr. 
Morris, that the tankers which were controlled by United Tanker 
Corporation, which in turn was controlled by your foundation, were 
engaged in this type of traffic with the Communists ¢ 

Mr. Morris. I would like to be able to pinpoint the date exactly, 
but I will have to answer by sayi@g 1949 was a very complicated year. 
Just about that time, I took my wife to Europe for our first vacation 
since 1938, and then I became involved, as soon as I returned—I found 
myself nominated on the Republican-Liberal Fusion Party tickets 
for mayor of my city. And I really spent all the rest of the month 
through election day trying to knock off Bill O’Dwyer, which, as you 

gentlemen know, is so difficult, because the Lord made so many more 
Democrats in New York than Republicans. 

Mr. Franacan. I think my question was a simple one, Mr. Morris. 

Mr. Morris. I tried to answer you that all those months I don’t 
think I was in the office. And then after election day, after I had 
been defeated, I went away to recuperate. I put my heart and soul 
‘nto it. I was knocked out. And I went away until about December. 
I think it was between Thanksgiving and December. And probably 
I heard about this, about these shipments, between December, some- 
where in December, and January or February, somewhere in there. 

Senator McCarruy. What year, now ¢ 

Mr. Fuanacan. That would be December 1949. 

Mr. Morris. December 194). 

Mr. Fuanacan. And January or February, 1950. 

Mr. Morris. 1990. 

Mr. Fuanacan. Can you tell the committee what you heard about 
your two tankers at that time, in substance? And from whom did you 
hear it? 

Mr. Morris. I think I may have heard it from Mr. Lenfest, or I 
may have heard about ‘t from Mr. Wasson, and I just can’t remember. 
Because when I came back to the office. I started to pick up my various 
interests, and’ one of them was the China International Foundation, 
and I think the subject came up in a casual conversation, and T am 
pretty sure it was the first time I heard about it. 

Mr. Fuanacan. Well, what did you hear? 

Mr. Morris. I heard just what you said. that there were some ships 
that. out of I don’t know how many charters—182 charters—made four 
voyages carrying, I remember distinctly, some kind of low grade 

petroleum products. It wasn’t crude. I guess it was kerosene. I 
think that is what I heard. But I really can’t remember. 

Mr. Fianacan. The record is clear as to what they were carrying. 
That is in the record. 

Senator McCartiy. The witness has stated there were two charters 
to Communist China. 

Just so the record is straight, how many charters were there ¢ 

Mr. Franacan. I don’t have the number of charters, but there were 
six voyages. 
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Mr. Morris. There were four, I think, and then there were two side 
voyages. 

Mr. Firanacan. Well, whatever they were. They were voyages into 
Communist ports under charter to the Soviet Government. 

Mr. Morris. That is right. 

Senator McCarrny. May I interrupt? 

Mr. Morris, may I ask this question? When did you first learn 
that Secretary of Defense Louis Johnson objected very streneuously 
to these operations, pointing out that you were endangering the na- 
tional security? When did you first learn that? 

Mr. Morris. Either day before yesterday or Friday or Thursday 
during the testimony before you gentlemen, was the first I heard of 
Louis Johnson’s letter. 

Senator McCarruy. When did you first learn that the ECA through 
Mr. Syran—is that his name? 

Mr. Morris. Colonel Syran. 

Senator McCarruy. Through Colonel Syran, objected to your 
tankers carrying oil to Communist China? 

Mr. Morris. I think shortly thereafter, shortly after I first heard 
about it, I heard that the ECA preferred not to do business with a 
company some of whose ships or two of whose ships were on this run. 
And in fact, I think as soon as that news came, all further charters, or 
thoughts of charters, were abandoned; because, having Mr. Lenfest 
or my partner or whoever it was who told me about this—of course, 
my first instinct was to say, “Is this cleared?” 

Senator McCarruy. Do you remember the questton I asked you, 
now ? 

Mr. Morris. About Colonel Syran. 

Senator McCarruy. What was my question? Do you know? 

Mr. Morris. I guess it was when I first heard of the ECA’s or 
Colonel Syran’s objections. 

Senator McCarrny. Yes. Could you answer that? 

Mr. Morris. That is what I am trying to pinpoint. I think it'is 
March of 1950, or somewhere in there. 

Senator McCarrny. Now, Mr. Morris, I want to ask you several 
questions, and so that you will not, in view of your attitude yester- 
day, think that you are being trapped, I want to tell you the purpose 
of these questions before I ask them, so that there will be no doubt in 
your mind. 

Mr. Morris. Senator, I am sorry. I didn’t think I was being 
trapped. 

Senator McCartruy. Let me finish my question. 

Can we have an understanding that you will not interrupt until 
I get through ? 

Mr. Morris, in view of the fact that you are the president of China 
International Foundation, in view of the fact that the China Founda- 
tion held all the stock in United Tankers, in view of your testimony 
yesterday that whoever controlled the common stock was responsible 
for the actions of the corporation, in view of Louis Johnson’s letter 
in which he points out that the activities of your corporation are a 
threat to national security, in view of the ECA memorandum pointing 
out that while ECA was trying to build a fence around the Commu- 
nists you were supplying the oil and lighting the fires that burned it 
down, in view of the money which your corporation made carrying 
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material to Red China which contributed to the Chinese war effort 
and helped sign the death warrant of American boys, I would like to 
know this. I would like to ask you some questions. 

I would like to know whether you were the active controlling presi- 
dent responsible for shipment of war materials? 

Senator Munpr. Are you sure the witness can hear, with his back 
turned to the committee / 

Mr. Morris. I hear the Senator. I will dream about him tonight. 

Senator McCarruy. Do you understand the purpose of the question ‘ 

I want to find out, Mr. Morris, whether you were the dummy head 
of this corporation, had no control over its activities, whether it was 
being run [ these Chinese, who, according to ECA, were loyal to the 
Communist cause. Or were you the head of the corporation? It 
would appear that either you were the greatest dope and dupe of all 
times, or you are directly responsible for making a vast amount of 
money, which the Defense Establishment pointed out would be and 
has been soaked in American blood. I want to ask you some questions. 

Did you, at any time, try to find out where your tankers were run- 
ning? During the operation, did you try to keep track of where they 
were running { 

Mr. Morris. Well, you asked me about fifty questions. I will have 
to answer each one of them. 

Senator McCartuy. That is the first question. 

Mr. Morris. No, you asked a lot more. 

Senator McCarruy. Justa minute. I told you the purpose of these 
questions. 

Mr. Morris. Listen, Senator; my patriotism is at stake. You said 
a lot of ugly things. 

Mr. Chairman, I appeal to you. You are a gentleman. 

Senator Horry. Just a moment. Mr. Morris, in view of the fact 
that Senator McCarthy has made a long statement about his purposes, 
you have a right to respond to that before you answer any question. 
The Senator has reviewed a whole lot of things, and put them before 
vou so that you would have a chance to express yourself about it. You 

1ave a right to express yourself in answer to the summing up Senator 
McCarthy made before you answer the question. 

Now, anything you want to say in response to that, you have a right 
to say. 

Mr. Morris. Mr. Chairman, I will always remember you as an 
archangel of decency and a presiding officer who is a model for all 
others. 

Senator McCartuy. Go ahead, Mr. Morris. 

Mr. Morris. Senator, in leading up to your question as to whether 
I was a dummy, and I might answer you right now, I have never been 
a dummy or a front for any organization. 

Senator McCarruy. In other words, you knew what they were 
doing. 

Mr. Morris. I was told what they were doing. I exercised my re- 
sponsibility as a stockholder each year, as a trustee and stock- 
holder 

Senator McCarruy. As president ? 

Mr. Morris. Then and now, by selecting the best United States 
citizen officers, directors, and management to run those ships. 

Senator McCartruy. You oalacted them ? 
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Mr. Morrts. I voted forthem. How do you think they got there / 

Senator McCarruy. You said you selected them ? 

Mr. Morris. Well, the trustees vote for them at the annual meet- 
ing. ‘They vote the stock. 

Senator McCarruy. What part did you take as president in select- 
ing the officers ? 

Mr. Morris. Well, I voted the stock which was held by the founda- 
tion, and in turn elected a board of directors in whom I had con- 
fidence. They, in turn, elected officers in whom I had confidence. 
‘They, in turn, selected Sieling and Jarvis, a well known and world- 
renowned shipping agency, as brokers, in whom I had confidence. 
And I discharged my responsibility. 

Senator McCartuy. Then, in view of that control which wou had, 
had you known that the tankers were hauling oil to Red China, would 
you have put a stop to it? 

Mr. Morris. I would have made sure that whatever those vessels 
were doing, they were carrying cargoes to any part of the world 
in accordance with the policy of the United States and in accordance 
with the law. And that is my duty, and that is where it ends and 
where it begins. 

Senator McCarruy. Well, some of the other tanker firms felt their 
duty extended a bit further. You said you followed the policy of 
the United States. In view of the fact that the Secretary of Defense 
said these activities were endangering the national security, keeping 
in mind that other firms refused this business with Red China, my 
question now is: Had you known of the operation of these tankers 
hauling oil, war material, to Red China, would you have put a stop 
to that operation ¢ 

Mr. Morris. Now, you have got three questions there. Wait a min- 
ute, Senator. Had I known of the Secretary of Defense’s letter ? 

Senator McCarruy. Yes. 

Mr. Morris. Well, if it was written at the time those charters were 
made, of course I would have been against those cargoes being carried. 
I think you will find that letter—I have forgotten the date—was after 
these runs were made. 

Mr. Fuanacan. The record will show that the first letter by the 
Secretary of Defense was in October 1949. 

Mr. Morris. Well, put yourself in the position of those operating 
the ships, who are anxious to be sure that they are carrying out their 
operations in accordance with United States policy. You would nor- 
mally turn to the State Department. They make foreign policy. 

Senator McCarruy. 1 would not normally turn to the State 
Department. 

Mr. Morris. Well, you wouldn't. You wouldn’t turn to any Depart- 
ment. You just sound off. 

Now let’s get back to some of the ugly statements you made. Now, 
wait a minute. You have knocked off a lot of characters before. You 
are not going to knock mine off. 

Senator McCarrny. Just a minute. I have knocked off no charac- 
ters that did not need to be knocked off. 

Mr. Morrts. You certainly did. 

Senator McCarrny. Just a minute. I do not think we can get into 
that here. 

Mr. Morris. You have gotten into it. 
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Senator McCarruy. Just a minute. If you ever want to get to the 
question—— 

Mr. Morris. Why don’t you ask questions the way Senator Hoey 
does? Be a gentleman. 

Senator McCLe.ian. Let us see, Mr. Chairman, if we can find some 
way of conducting this hearing with decorum. 

Mr. Morris. But he said some pretty tough stuff, Senator, and you 
know he did. 

Senator McCue.ian. I may say I observed you yesterday, and you 
are bringing a lot of this on yourself by not taking the proper attitude 
and respect toward this committee. If you would answer questions 
and not go off on tangents 

Mr. Morrts. You can’t answer “yes” or “no.” 

Senator McCienian. I am talking about your general attitude. 

Mr. Morais. I have the greatest respect for the Senate of the United 
States. 

Senator McCLetian. Some of us undertook here, yesterday, to be 
helpful, and you resented that. 

Mr. Morris. I didn’t resent you at all, Senator. 

Senator McCievian. If you will conduct yourself as a gentleman, 
I will go along with the chairman in insisting that this end of it be 
conducted properly. 

Mr. Morris. But, Senator, please, I have the greatest respect for 
you, and the chairman himself said I would have to have a chance to 
make a statement. And Senator McCarthy went after me like a dog, 
and you know he did. 

Senator McCieiian. I would not say that. 

Senator Hory. Suppose we proceed ; and let me say this: I hope 
both the Senators asking questions and the witness will undertake 
to stick to the point. Now, let us leave out the speech making, and let 
us confine things to questions and answers. 

Senator McCarruy. Mr. Chairman and Senator McClellan, this 
is not directed toward the witness. The witness has made the state- 
ment that McCarthy has knocked off a lot of characters. That is no 
part, I understand, of this hearing today whatsoever. But I would 
like to observe that if this witness or anyone else can point to any char- 
acter that has been knocked off that should not be knocked off, I would 
like to get their names. 

Senator McCietLan. Personally, I think all those things are ex- 
traneous matters that do not belong in this hearing. We are trying 
to get. at facts as to what happened in connection with this entire 
transaction, the sale of these ships and their use, and I can see no rea- 
son why Mr. Morris could not be free to answer questions directly 
and just give us the facts. That is all we want. 

Mr. Morris. Did you hear the way he phrased the statement before 
he asked the question? If you had any red blood, how would you feel 
about it 

Senator McCietnan. You will have an opportunity to reply to 
that. 

Mr. Morris. He won't give it to me. 

Senator Hory. Let us halt this sort of thing. 

Mr. Flanagan, you may proceed. 

Senator McCarruy. Mr. Chairman, I think the witness wanted to 


— 


make a statement in answer to what I said, and I think he should be 
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entitled to do that, and tell us when he is through making his state- 
ment. 

Mr. Morris. May I have the clerk, or the stenographer, read off the 
preamble to your question, so that I can answer it? 

Senator McCarrny. I think that is a reasonable request. 

Senator Hory. I think, Mr. Morris, unless you have something spe- 
cific in mind, that is a long statement, and although it would be 
perfectly all right for it to be read if we had the time, if you have any 
general remarks you want to make in answer to that, I wish you would 
do that, without our having to read all that. 

Mr. Morris. I would like Senator McCarthy to hear this. 

Senator McCarruy. I hear you. 

Mr. Morris. I think you have got to remember the dates. The 
Korean war broke out in the summer of 1950. I believe it was June 
25. At the time these charters were made, I was told—and relied on 
that information—that the State Department had been consulted 
and it was made clear that it was in accordance with the Unit 
States foreign policy to trade with North China. This was not oil 
owned by United Tanker. There was a surplus of shipping in the 
world—or rather; I am sorry—yes. There was a surplus of shipping 
in the world, and these ships were chartered in a world market by Sie- 
ling and Jarvis, after consulting with the State Department. I don’t 
think that a year later you will find that any of that kerosene would 
have been used in killing American boys. And I assure you that an- 
other statement you made, that these Chinese, who did the financing 
for United Tanker, and made advances to make it possible to acquire 
these ships—I am sure they never thought that there would be a war 
with Korea, and I am sure they never thought that this kerosene 
might be used a year later to kill American boys. And if they had 
even any such intimation, I am quite sure they would have shuddered 
at the thought, as I do. 

So when you impute to me the responsibility for sending deadly war 
material to be used in killing American boys, you are making a state- 
ment of ghastly distortion, and something that I can’t take, not even 
from a Senator, without a reply. 

Senator McCarrny. When you are through making the reply, I 
have some questions to ask you. Are you through ? 

My question was if you knew that the oil was being shipped to Com- 
munist China, would you have stopped that operation, or would you 
not ? 

Mr. Morrts. As soon as I found out that the oil was being shipped 
to North China and that the State Department—— 

Senator McCarruy. Can you not answer the question ? 

Senator Hory. Let him tell what he did. 

Mr. Morris. Well, I am almost finished. I would not have objected, 
provided they were carrying any cargo in accordance with United 
States foreign policy. 

Senator McCarrny. The question is, or do I understand your answer 
to be, then, that you would not have objected to the carrying of oil to 
Communist China even if you knew it was being shipped to Com- 
munist China? Isthat correct ? 

Senator Hory. If it had been in accordance with United States 
policy. 
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Mr. Morris. I mean, I would have objected to it today, if that is 
what you are trying to impute. 

Senator McCartuy. Looking backward, you think it is wrong. Is 
that right ? 

Mr. Morris. No. Mr. Chairman, I am sorry. He knows perfectly 
well that isn’t what I meant. I won’t take the time of the committee 
to answer that. 

Senator McCarruy. Oh, yes. You will take the time of the com- 
mittee to answer every question I ask you. 

Mr. Morris. Allright. Ask me. 

Senator McCartuy. The question is, Do you now think that your 
company, the company of which you are president, engaged in ac- 
tivities which it should not have engaged in? Do you think it was 
doing wrong in shipping the oil to Communist China ? 

Mr. Morris. No, it was not doing wrong, because it was then the 
policy of our country to trade with China. 

Senator McCarruy. So that your position is that as long as the 
State Department is willing for you to ship the material to China, you 
felt it was perfectly proper to do it? 

Mr. Morris. It was the same as if I had been a trustee of the New 
York Public Library and we sent steel to Germany before Pearl 
Harbor, or before 1940. 

Senator McCartuy. Mr. Morris, may I ask if you differ with the 
attitude taken by Mr. Guthrie ? 

Tam going to read histestimony. Mr. Flanagan said to Mr. Guthrie: 

I think you may recall, Mr. Guthrie, that the Casey group disposed of some 


of its tankers to Greek-controlled interests who operated the tankers similarly 
to the way that the Chinese interests operated them. 


Now, I want you to understand, before I read the question and the 
answer, that here we have a situation which, it seems to me, is on all 
fours with your situation, except that in one situation we have Greek 
nationals controlling the corporation and in the other instance Chinese 
citizens. 


Mr. FLANAGAN. Have any of these five ships since your group took over ever 
carried oil to or from any iron-curtain country? 

Mr. GuTHRIE. No,sir. * * * 

Senator Nrxon. * * * In youropinion, if Mr. Niarchos had that opportunity 
to engage in a profitable contract carrying oil to or from iron-curtain countries, 
would he have done so? 


Mr. GutnHere. I can tell you without any question, “No.” 

Senator Nrxon. He would not? 

Would you have advised him to do so? 

Mr..GuTurieg. I certainly would not. I would not advise him to carry oil, and 
the Greeks feel quite differently about the Communists than we do here, and 
much more deeply. 

Now, in view of the fact that you took a position directly opposite 
from what the Greeks took, I will ask you this question: If you knew 
that the Secretary of Defense objected to the shipment of oil to Com- 
munist China, if you knew that he had pointed out that that was 
against the national interest, even though the State Department were 
willing to let you ship the oil to Communist China—keep the question 
in mind—if, No. 1, you knew the oil was being shipped to Communist 
China at the date and time it was being shipped; if you knew, No. 
2, that the Defense Department had said, “This is endangering our 

95335—52——34 
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national security,” meaning the lives of American boys, and you knew 
also, however, that the State Department said there was nothing il- 
legal, and, “Go ahead and ship it,” would you have allowed the ship- 
ments to proceed as they did ? 

Mr. Morris. Are you talking to me now as the attorney, or the 
president of the firm? 

Mr. Guthrie was an attorney. 

Senator McCarruy. I am talking to you as the president of the 
corporation which controlled the t ankers, lock, stock, and barrel. 

Mr. Morris. As president of the Foundation, if I had known about 
Secretary of Defense Johnson’s statement that at that time it was a 
danger to the American security, would I have intervened in the ship- 
ment of that oil? 

Senator McCarrny. Even though you knew the State Department 
said it was all right. 

Mr. Morris. That is not a very hard question. I am sure I would 
have objected to the shipment, had I known that. 

Senator McCarruy. In other words, if you knew all the facts, you 
would not have let the oil go to China ? 

Mr. Morris. I am quite sure I would not have. I think I would 
have taken a trip to Washington to see if the national policy could 
not. have been straightened out, so that there was not a conflict. 

Senator McCarruy. Now, you made another statement a minute 
ago, Mr. Morris. You said that obviously, or some words to that 
effect, the Chinese who were controlling the ships had no way of sus- 
pecting that there was going to be a Korean war. You were aware 
of the fact, of course, that the Chinese who set up the Foundation, of 
which you were president, continued to ship material to China, some 
26 cargoes, after the Korean war started. Did that shock you also, 
upon learning that ? 

Mr. Morris. Well, the three Chinese with whom IT had any rela- 
tionship at all, who are exiles in this country, have nothing to do 
with the management of China Trading today. 

Sure, it shocks me. It shocks me to think of any cargo going to 
Communist China from any free country in the world. 

Senator McCarruy. Do you express such great shock to think that 
your tankers would be shipping war materi: a ca 

Mr. Morris. Well, these went before the Korean war, Senator. 

Senator McCarruy. Let me ask you another question. 

Do you agree with Mr. Syran—— 

Mr. Morris. Colonel Syran. 

Senator McCarrnuy. Do you agree with Colonel Syran when he 
says there is good reason to believe that United Tanker Corp. is di- 
rectly or indirectiy controlled by a Chinese group sympathetic with 
Soviet motives? Do you agree with that ? 

Or do you think Mr. Syran, or Colonel Syran, was mistaken ? 

Mr. Morris. What group! The beginning of the question ? 

Senator McCarruy. This is from Mr. Syran’s note, not of 1952 
but of May 3, 1950: 

There is good reason to believe that United Tanker Corp. is directly or indirectly 
eontrolled by a Chinese group sympathetic with Soviet motives. 

And lest you think that be taken out of context, let me read a few 
lines before it. 
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For some time we have had the unusual experience of paying freights on a 
United States flag tanker for the carriage of ECA as well as non-ECA cargoes 
in the Persian Gulf continental trade and then finding out that on another leg 
of a voyage the same vessel would take a eargo from Rumania to a Communist- 
controlled port in China. The movement would be by a charter to the Commu- 
nist Government agency known as the Soviet-Rumanian Transport Co. The 
transaction appears on its face to be entirely legal and well within the rights 
of the particular American flag tanker company. There are, however, a few 
mystifying facts that strain coincidence. There is good reason to believe that 
United Tanker Corp. is directly or indirectly controlled by a Chinese group 
sympathetic with Soviet motives. 

Would you agree with that statement by Colonel Syran ? 

Mr. Morris. Unequivocally, no. 

Senator McCarruy. Do you feel that Mr. Syran had some basis for 
that conclusion, in view of the fact that the actions of the management 
of United Tanker resulted in helping the Communists in China ¢ 

Mr. Morris. Well, he is under the same misapprehension that you 
are, that China Trading controls United Tanker or did control it. 
It never did. 

Senator McCarruy. No; Lam not under a misapprehension. You 
and 1 know that United Tanker did ship very scarce oi to Com- 
munist China. We both know that now, do we not ¢ 

Mr. Morris. Yes; but we know Sieling and Jarvis made the charter, 
not the Chinese. 

Senator McCarruy. All right. Now, do we both agree that by 
shipping that scarce oil to Communist China, the Communist cause 
wasaided? You have no trouble on that, have you ? 

Mr. Morris. Well, Senator, they are shipping oil today from Ru- 
mania to China. It is not in American ships, but it is being shipped. 

Senator McCarruy. Did you hear my question? The question is, 
Can you-and I agree that by shipping oil to Communist China your 
company, United “Tanker, was helping the Communist cause in China? 

Mr. Morris. To the extent of getting four loads of kerosene, I 
suppose you could say they were aiding the economy of China, what- 
ever you want to call it. It wasn’t to aid any ideology. The purpose 
was really to aid the ships to earn enough dollars to pay the Maritime 
Commission mortgage interest and amortization. 

Senator McCarrny. Let us assume for the time being, without 
admitting it, that your purpose was Simon pure. I am asking you 
whether you and I agree that your tankers did help the Communist 

ause in China. There is no doubt about that, is there? By giving 
them scarce oil? 

Mr. Morris. Well, if you want to look at it from another point of 
view, think what a dreadful thing they did to the Communist 
economy. They deprived them of dollars, brought down their dollar 
balances. Or, rather, it was Russian charter, not Chinese. 

Senator Nixon. Would you agree, Mr. Morris, that possibly Secre- 
tary Johnson's statement on that might be controlling? 

You recall his statement was categorical. He said, on October 4, 
that permitting United States flag vessels to carry on this trade to 
and from Communist-controlled ports “presents a definite threat to 
the national security of the United States.” Now, it would seem, in 
the light of that statement, that it would be rather difficult to main- 

tain the position that the shipping of four loads of, call it what you 
like, crude oil or low-quality oil, in which we take doll: ars out, depriv- 
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ing them of dollars, making whatever excuses you like for the action 
as it was done—it would seem, certainly, to me, that where the Secre- 
tary of Defense makes the categorica statement, as he did, during 
the early months that this trading was going on, that permitting 
American-flag vessels to transport high war potential material to and 
from Communist-controlled ports presents a definite threat to the 
security of the United States: that should definitely resolve it in the 
minds of most people. Does it resolve it in your mind ¢ 

Mr. Morris. What was the date of the letter? 

Senator Nixon. October 4, 1949. The shipments started, you will 
recall, in June. 

Mr. Morris. Don’t State and Defense talk to each other at all? 

Senator Nrxon. Let us get back to my question. 

You see, you and Senator McCarthy were having a very, shall I 
say, calm discussion at that point, a discussion concerning whether or 
not you considered, the shipment of this oil, in effect, as ; being detri- 
mental to the United States interests, and ‘the corollary to that, as 
being helpful to the Communist interests in China. And my com- 
ment is this, that I think the Secretary of Defense resolves that ques- 
tion. Do you not agree? 

Mr. Morris. I think so. You know, I was out on the sidewalks of 
New York in October, in the middle of a campaign. I didn’t hear 
about the letter. You will have to believe me. 

Senator Nrxon. I understand that. But do you not at this point 
admit 

Mr. Morris. I have. 

Senator Nixon. The hindsight? In other words, there is no ques- 
tion in your mind but that the shipment of this oil to Communist 
China was against the national interests of the United States ¢ ; 

Mr. Morris. Senator 

Senator Nixon. Understand, I am not raising the question. 

Mr. Morris. I am sure if Louis Johnson had called me or I had 
known about it or anybody had, we would have desisted immediately. 
But we thought we were sailing in accordance with United States 
policy. 

Senator Nixon. And so you agree, then, that this action, which you 
did not know of at the time, Secretary Johnson’s statement, is con- 
trolling, and you agree, in other words, that this action of United 
Tanker in effect did aid Communist China and was detrimental to 
the interests of the United States? 

Mr. Morris. Well, if Louis Johnson says so, he is in a better position 
to know than Iam. I don’t make foreign policy. 

Senator Nrxon. Then you agree with Secretary Johnson on that 
point, do you ¢ 

Mr. Morris. I think, probably, if I had heard about it, I would have 

-alled up Mr. Wasson from my campaign headquarters and said, “Did 
you hear what Louis Johnson said ?” 

Senator Nrxon. Do you or do you not agree with Secretary John- 
son’s appraisal of that situation, that this was detrimental, that this 
action of United Tanker in hauling oil to and from Communist China 
was detrimental to the interests of the United States? 

Mr. Morris. I don’t know that. It might have just lighted the lamps 
of China. I don’t know what the oil was used for. 
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Senator Nrxon. In other words, you question Secretary Johnson’s 
judgment ? 

Mr. Morris. No; I am not in a position to agree or disagree. 

Senator Nixon. You do not take a position? 

Mr. Morris. I can’t. I am just an ordinary citizen. 

Mr. Fuanacan. On that one point, so that we will be in agree- 
ment as to what was carried to China by these vessels, let me say that 
the cargo consisted of benzine, peanut oil, kerosene, crude oil, and on 
the trip in April 1950,that went from Constanza to Dalny in North 
China, it carried benzine and 1,008 tons of aviation lubricating oil. 

Mr. Morris. From China back to Rumania? 

Mr. Fuanacan. No, from Constanza to Dalny. 

Mr. Morris. To tell you the truth, I don’t know about the cargoes. 
I don’t know how many people you can kill with peanut oil, but maybe 
you would know. 

Senator Nixon. Aviation lubricating oil, you would say, was an 
essential ? 

Mr. Morris. I don’t know how much they carried. 

Senator Nixon. A thousand tons. That would lubricate a few 
planes, would it not? 

Mr. Morris. And they were just waiting to put it away against the 
day when they go to war, a year later? 

Senator Nixon. Let me ask you this. 

Mr. Morris. Or 2 years later, China came into the war. 

Senator Nixon. Let us be very frank about this. You are aware, 
certainly, as we are, that the Chinese Communists had to stockpile 
aviation oil and aviation gasoline in order to wage the offensive les 
have carried on? And, obviously, that is what they were doing ¢ 

Mr. Morris. Why don’t we stop it now? It is going in now. 

Senator Nixon. All right. Name one instance in which an Ameri- 
can flag tanker is engaged in this business now. 

Mr. Morris. I don’t think any American flag tanker is. But we con- 
trol the seas. 

Senator Nixon. You know they are not. 

Mr. Morris. I mean, if we are going to talk policy. 

Senator Nixon. That is right. In other words, this type of action 
has been stopped. And also you are aware of the fact that except for 
the United Tanker Corp. no American flag tanker did engage in this 
type of business. 

Mr. Morris. Well, I didn’t know it, but if you say so. 

Senator Nixon. The Maritime Commission has so informed us. 

Mr. Morris. I don’t think American flag tankers carry oil very 
frequently, anyway. 

Senator Nrxon. They had the opportunity to do it, but some of 
them turned it down. I mean, that is a matter of judgment. That is 
what happened. 

Senator McCietwan. Mr. Morris, if we can just summarize a minute, 
maybe we can get on to another point. As I understand it, regarding 
these shipments to China that are in question, at the time the ship- 
ments were made by your company, your foundation, the one that you 
are president of, had control of these ships. You were not conscious 
in any way that such shipping was in violation of any policy of this 
Government, or that it was detrimental to the interests of this Govern- 
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ment. You had no information about the letter of Secretary Johnson, 
and therefore you simply took no action at that time, because you were 
not apprised, and under no impression that the activities of the 
foundation in transporting this were either illegal or detrimental to 
the interests of the United States or viol: ted any policy of this 
Government. Now, that is your position, Is that ‘correct ¢ 

Mr. Morris.’ There couldn't be a fairer statement, Senator. 

Senator McCiettan. All right. 

Had you known then what you know now, you tell the committee 
you would have immediately suspended those shipments and under- 
taken to find out what the police: y of this Government was and whether 
Secretary Johnson’s position should be respected and no further 

shipments made 

Mr. Morris. Of course. 

Senator McCietian. That is what you would have done. 

Mr. Morris. Yes, sir. 

Senator McCietian. If we can get answers like that, we can pro- 
ceed here. 

Mr. Morrts. Senator, if you asked the questions, we would be 
through a long time ago. 

Senator Nrxon. Let me ask one. As I understand it, then, Mr. Mor- 
ris—I think we have gotten along fairly well together. 

Mr. Morris. So far. 

Senator Nrxon. As I understand, Mr. Morris, then, you approved 
the action of the United Tanker Corp. in carrying this oil to and from 
Communist China ¢ 

Mr. Morris. I didn’t know about it. How could I approve it? 

Senator Nrxon. I am asking you: You now say that as far as you 
were concerned, you would have : approved it had you known what they 
did at the time they made the decision 

Mr. Morris. With Louis Johnson’s letter before me? 

Senator Nixon. The record shows, as Senator McClellan pointed 
out, I thought quite carefully, that at the time United Tanker entered 
into these charters they did not know about Secretary Johnson’s letter. 
Now, my question is this: You approve of the action of the United 
Tanker group in entering into these charters with Communist China? 

Mr. Morris. Well, the charters were not with Communist China, 
They were with the Soviet Government. 

Senator Nrxon. All right. You approved of the actions of United 
Tanker—to be completely specific, the action of United Tanker in 
carrying oil for an agency of the Soviet Government to and from 
Communist controlled ports, including Communist China? 

Mr. Morris. Do I now approve? 

Senator Nrxon. Yes. 

Mr. Morris. No, not after what you tell me about Louis Johnson’s 
letter. 

Senator Nixon. Let me put it this way. Leaving Louis Johnson’s 
letter out, do you think that the action of United Tanker, knowing 
what they did at the time, was right ? 

Mr. Morris. Oh, yes. 

Senator Nrxon. You would have done the same thing? 

Mr. Morris. Well, I have said when I found out about it, I inquired : 
Is that in accordance with United States policy? And when I was 
told the State Department had cleared it, I forgot about it. It was 
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routine. There were a lot of charters, and these 4 out of 182 or what- 
ever it was, were what you are talking about. 

Senator Nixon. In the light of that, may I ask you this, also: You 
could see no inconsistency in the action of using these tankers to carry 
oil to Communist China, and the representation which was made in the 
application which was filed by you with the Maritime Commission for 
United, in which you said that the tankers were to be used to carry oil 
to the Nationalist Government? Do you see any inconsistency in that 
action ¢ 

Mr. Morris. No, Senator, because the intention which was expressed 
at the time the applications were filed was carried out as long as it 
could be carried out, and when Chinese petroleum could no longer 
fulfill its end of the charter party, after the ECA aid was terminated, 
there was no further business. So, up until the time that happened, 
the intention which was expressed in the application was carried out. 

Senator Nixon. So as far as this was concerned, this was simply a 
business operation. You could not get the business with Nationalist 
China, and so it was all right to carry it to the Communists ? 

Mr. Morris. So Sieling and Jarvis went out in the world market to 
find out where they could earn dollars. 

Senator Nixon. And another question to that point. You see no 
inconsistency in carrying oil to Communist China at the same time 
that you were receiving funds from ECA? You see no inconsistency 
inthat? Is that right? 

Mr. Morris. Well, as far as I can remember, there was a certain 
feeling at the beginning after the Communist Chinese took over, that 
they were possibly not creatures of the Kremlin, and possibly if we 
kept the lanes of trade open we could keep them more in touch with 
and more sympathetic with the free enterprise system of the civilized 
world. That was a trial and error process, as all democratic processes 
are, and it proved to be wrong, but 1t was in good faith, I think, as far 
as I know. 

Senator Nrxon. You disagree, then, with Colonel Syran’s statement 
on this trade, that it was incongruous for ECA on the one hand to be 
turning over funds to United Tanker which were ostensibly for the 
purpose of fighting communism, and on the other hand for United 
Tanker to be accepting funds from the Soviet Government for the 
purpose of promoting it? You cannot agree with that / 

Mr. Morris. Well, to show what happened, as soon as United heard 
of the attitude of ECA, the business which you are referring to was 
abandoned. And that is why I think I came down to visit Colonel 
Syran. I told him, as soon as we heard of this, that those few charters 
were the end. 

Senator Nixon. And one other question at that point. You would 
disagree with Colonel Syran’s appraisal, and I quote from the record 
in this respect, that “it would be incomprehensible that Chinese sym- 
pathetic with the Chinese Nationalist Government would engage in 
such trade.” When he was informed of it, that was his opinion. 

Mr. Morris. I think it is incomprehensible that what ? 

Senator Nrxon. Colonel Syran said that to him it would be incom- 
prehensible that Chinese sympathetic with the Nationalist Govern- 
ment would engage in trade calculated to aid the Communist gov- 
ernment, 
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Mr. Morris. Well, that is a very, very good statement, except for 
the fact that the Chinese did not charter these tankers. It was United 
Tanker Corp., which was citizen-controlled, that chartered through 
the brokers, Sieling and Jarvis, which were United States citizens. 
So it is a good statement, but it is not relevant. 

Senator Nixon. I see. The Chinese had nothing to do with this? 

Mr. Morris. No. Over and over again, I will say it. 

Senator Nixon. The complete responsibility for ‘the chartering lies 
with those who formed the corporation. 

Mr. Morris. You had the one man in front of you here who made 
the charters, David Jarvis. You had the man who was responsible 
for the operations of the ships, Mr. Lenfest. And they are the people 
who run the ships. 

Senator Nrxon. And we now have the president of the corporation 
which completely controls the company which operates the ships—you. 

Mr. Morris. You have the president of the foundation, which owns 
all the stock. 

Senator Nixon. And according to your testimony, and I think you 
told me this yesterday, you learned this in law school: a foundation 
which owns all the stock of a corporation controls and is responsible 
for its actions. Correct? 

Mr. Morris. Well, it is to the extent of voting the stock each year 
and electing a board of directors, which in turn elects management. 
And, of course, any time a meeting can be called and throw out the 
management. 

Senator Munpr. In your mind, Mr. Morris, what was the purpose 
of ECA? 

Mr. Morris. I am sorry, Senator ? 

Senator Munpr. In your mind, what was the purpose of ECA? 
Why was it conceived ? 

Mr. Morris. Well, there is no question about it. The ECA was a 
plan which was first announced by Secretary Marshall at the Harvard 
University commencement of, I think, 1948, to provide American aid 
to foreign countries which had been oeittelal by war, to aid them 
economically, and that was America’s best weapon against totalitarian- 
ism of any sort. 

Very briefly, I think that is the ECA program, and it has been pretty 
good, and I hope you gentlemen will vote it to continue. 

Senator Munpt. Do- you understand that ECA then has no relation- 
ship to communism, to stop the aggressions of communism / 

Mr. Morris. Has no relationship towhat? Iamsorry. Thetrolley 
went by. 

Senator Munpr. I say, in your opinion, ECA has no relationship to 
communism and the effort of the free world to stop the aggressions of 
communism ¢ 

Mr. Morris. Why, of course it has. It stopped it in Italy. 

Senator Munpr. All right. One of the reasons for ECA, probably 
the major reason, was to help the free world rehabilitate itself so 
that it could stop further Communist expansion. Is that right? 

Mr. Morris. And promote free enterprise. 
Senator Munor. Is that right? 
Mr. Morris. Sure. You have got it. 








» for 
Lited 
ugh 
Zens. 


this? 
y lies 
nade 
sible 
‘ople 
ation 
-you. 
owns 
: you 
ation 
sible 
year 
nent. 


t the 


ppose 


CA? 
vas a 
‘vard 
n aid 
them 
rian- 
retty 
ttion- 
‘olley 
Llp to 


ns of 


bably 


alf so 





pete igen etre Rie 2 Fees 


lee fe Noe 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 531 


Senator Munpr. All right. Since you and I both agree that that 
was one of the major reasons for ECA, did it not occur to you at the 
time your ships were being paid by ECA to carry cargoes, that there 
was something wrong about using those same ships to carry Com- 
munist cargoes to help defeat the purpose of ECA ? 

Mr. Morris. I don’t think, if you will examine those charters very 
carefully, that those four runs defeated the purposes of ECA. 

Senator Munpr. Not entirely, but they helped. 

Mr. Morris. I don’t think they even helped. They helped to draw 
dollars out of Russia. Was that not good ? 

Senator Munpr. In other words, your testimony is that shipping 
benzine and aviation gasoline to Communist China was an assist to the 
free world, because it took some dollars out of China ? 

Mr. Morris. No, but at that time, as I explained, it was not incon- 
sistent, as far as we knew, with the United States policy of trade. 
As I understand it, we trade today with the Soviet Union, do we not? 
I don’t know. How do we get all those furs over here? I don’t know. 

Senator Munpr. There is a considerable difference in my opinion 
between shipments of furs and shipments of aviation gasoline. 

Mr. Morris. Oh, my dear Senator, if you get dollars for furs, then 
you can buy gasoline. That is the way foreign trade works. 

Senator Munpr. You were shipping aviation gasoline to China? 
The tankers were? 

Mr. Morris. The tankers were carrying it, yes. 

Senator Munpr. Between Rumania and China? Is that right? 

Mr. Morris. If they hadn’t gotten these tankers, they would have 
gotten some others. It would have moved in one way or the other. 

Senator Munpr. The Casey group in the hands of Greek nationals 
refused to take it. 

Mr. Morris. They might have had better business. 

Senator Munpr. This was a business, according to Mr. Jarvis, on 
which a high premium was paid. In other words, you received more 
for that kind of business than you would from tankers engaged in 
trading with free countries. 

Mr. Morris. Then that helps the American mortgagees to get their 
mortgages paid off. 

Senator Munpr. That answers the question, I think. It gives you 
more money for your firm, the tanker firm. 

Mr. Morris. But not for anybody’s personal profit, please, sir. Not 
for anybody’s personal profit. 

Senator Munor. In other words, then, you persist in saying that in 
your opinion there was nothing incongruous about the fact that the 
ships which your organization controlled, owning all of the stock in 
part engaged in the ECA trade, for which they were paid out of ECA 
funds, which we agree was in an effort to stop communism, and, in 
part, were engaged in trade shipping oil to the Communists, that we 
were trying to stop. You see nothing incongruous in that ? 

Mr. Morris. My only answer to that is that, as soon as United 
Tanker found out about ECA’s attitude, they acted. 

Senator Munpr. ECA is on record. I am asking you, as in charge 
of the operation, whether you think there was anything incongruous. 
Now, if you do not think it was incongruous, I do not want you to say 
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you think it is. If you think it was, I want you to try to justify your 
operation. Certainly, one of those two things must be true. 

Mr. Morris. I do not think it is incongruous for any American 
operation on a world market which is in accordance with the United 
States policy—I do not think is incongruous with ECA. 

Senator Munpr. United States policy, as exemplified in ECA, was 
to employ the money of American taxpayers to stop the expansion of 
communism through ECA operations. That was the American policy 
insofar as ECA was concerned. 

Mr. Morris. And these vessels make profits and pay taxes, so the 
American taxpayers will not have to pay as much out of their own 
pockets in corporate taxes, 

Senator Munpr. All of these corporations pay taxes ? 

Mr. Morris. The corporations all pay their corporate taxes. All 
of these ships pay corporate taxes. 

Senator Munpr. The China International Foundation does not. 

Mr. Morris. No; neither does the New York Public Library or the 
Hospital for the Treatment of Cancer. 

Sentor Munpr. Am I right or wrong? Does China International 
Foundation, into whose coffers these profits flow, pay taxes? I 
thought charitable organizations did not pay taxes. 

Mr. Morris. The charitable or ganizations do not pay taxes. The 
tax is already paid at the source of the earnings. 

Senator Munpr. I am talking about the profits flowing into China 
International Foundation. 

Mr. Morris. They don’t flow in very far. But, whatever flow in, 
they are not going to pay an income tax: but the corporation taxes 
are paid and will be paid. 

Senator Munpr. Of course. We both know that. 

Mr. Morris. Well, I am glad we made it clear. 

Senator Munpr. Now we will go back to the question which you 
have not answered. 

Mr. Morris. That “incongruous” one? 

Senator Munpr. That is right. 

Mr. Morris. Well, I tried to answer it. 

Senator Munpr. No; you said ECA thought it was incongruous. 

Mr. Morris. Did ECA use the word “incongruous ?” 

Senator Munpr. They used much stronger words than that. They 

rotested bitterly against your specific operation, naming the ships. 

‘hey thought it was worse than incongruous. They thought it was 
scuttling the whole effort of ECA. 

Mr. Morris. Did they say that? 

Senator Munpr. Let me read the words. They probably did not use 
the word “scuttle.” 

It did not seem just to us that we should be paying an American-flag tanker 
dollars for the carriage of ECA cargoes while at the same time the same vessel 
or a sister vessel would be trading for the distinct advantage of Communist 
China. 

That is a pretty clear statement. 

Mr. Morris. Yes. 

Senator Munpr. That was their attitude. I want to know what 
yours was. 

Mr. Morris. I think, if I had been Administrator of ECA, that 
would have been my attitude. 
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Senator Munpr. That is right. What was your attitude as adminis- 
trator of the ships plying the trade with Communist China 

Mr. Morrts. Well, I wasn’t administrator of the ships. 

Senator Munpr. Well, we will not argue that all over again. You 
were in charge of the company. 

Mr. Morris. Then why do you use that word over and over again ? 

Senator Munpr. Because you said earlier that you recognized that 
as president of the company, owning all the stock, you were in charge. 

Mr. Morris. No; I didn’t. 

Senator Munpr. You were responsible. Is that right? 

Mr. Morris. I am responsible, yes, as a stoc ‘kholder, for the man- 
agement, but not for the operation. I can’t tell you where the ships 
are right this minute. The Maritime Administration will tell you 
where they are. I think I know what runs they are on, but I can't 
tell vou in detail. I know they are not running to Communist China 
or Communist Russia or Communist Poland or any other Communist 
country. 

Senator Munpr. I know they are not now, because they have been 
stopped, officially stopped, and one of the ships has been libeled, as a 
matter of fact. 

Mr. Morris. Yes, but not for that, Senator. a” 

Senator Munpr. Not for that. I did not say it was that. * 

Mr. Morris. Well, you left a nice little inference there. 

Senator Munpr. We will put it in there, but it is not for that. 

Mr. Morris. All right. Put it in. 

Senator Munpr. It is libeled, as I understand it, because there is 
some doubt in the minds of the Government as to whether they were 
ever rightfully sold to American citizens. 

Mr. Morrts. No; that isn’t why they were libeled. Excuse me, 
Senator. 

Senator Munpt. Why were they libeled ? 

Mr. Morris. There is one ship that has been libeled as a test case 
to decide whether the investment of foreign capital impairs the citi- 
zenship quality, which is a requirement of the Shipping Act. 

Senator Munpr. Is that not what I said ? 

Mr. Morris. No; you have a different way of saying things. 

Senator Munpr. I will accept yours. 

Mr. Morris. What Tsay isthe truth. So you should. 

Senator Munpr. Along with some members of this committee, there 
is doubt in the minds of the Justice Department as to whether or not 
the ships originally were secured by American citizenship under the 
terms of the act then operating. 

Mr. Morris. Well, we got that straightened out. 

Senator Munpt. Shall I vield at this point, Senator ? 

Senator Unperwoop. I just wanted to bring out some other things 
I would like to see gotten into the record. 

Senator Munpr. The question was whether or not. knowing what 
you did about ECA, that it was set up to stop the expansion of com- 
munism, knowing that your company had received a great many sub- 
stantial payments from ECA for the earr ving of goods to ECA coun- 
tries. Did you or did you not think it was incongruous that that same 
company should start shipping war supplies to the Communists that 
EC A was supposed to circumvent ? 
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Mr. Morris. Incongruous? I don’t think it is incongruous for any 
corporation to engage in world trade as long as it is in accordance with 
the policies of the Government. And, as I say, for all I know, maybe 
it damaged the Soviet economy to pull those dollars out. 

Senator Munpr. Then your answer is that you do not consider it 
incongruous ¢ 

Mr. Morris. No. I think that is a fair statement. I do not. I 
would consider it incongruous now, but at that time I wouldn’t have. 

Senator Munpr. At the time we are talking about. Because at 
that time ECA had been passed for that specific purpose. 

Mr. Morris. It is quite obvious that I didn’t think it was incon- 
gruous, because, if I did, I wouldn’t just sit in my chair and not do 
something about it. 

Senator Munpr. Because you did have the authority to stop it, 

Mr. Morris. I didn’t have the authority. I could have a stock- 
holders’ meeting called and bring pressure on the management, or 
whatever other measures we wanted to take. 

Senator Hoey. All right, Senator. 

Senator UnpErwoop. I was just going to ask you a couple of ques- 
tions about the set-up of these different companies. 

Did you recommend the formation of any of these companies other 
than the China International Foundation ¢ 

Mr. Morris. Did I what, Senator? 

Senator UNperwoop. Did you recommend, as an attorney, or par- 
ticipate in, the formation of any companies having any interests in 
any of these tankers, except the China International Foundation ? 

Mr. Morris. Senator, the answer is “No; I did not.” And even 
the China International Foundation 

Senator UNpErwoop. Did your law firm, to your knowledge ? 

The reason I am asking this is that, referring to the question here 
about the taxation, the United Tanker Corp., in 1949, reported a loss. 
In 1950, it reported a loss. It did about 514 million dollars’ gross 
business in 1950, and yet I think showed a loss of about $500,000. 

However, the China Trading Co., which is a Chinese company, 
showed a profit. And the other profits went to the China Interna- 
tional Foundation. 

Now, this was gone into rather exhaustively in regard to the other 
ships that were owned by the Casey group. And I wondered. What 
I am trying to get at is this maze of corporations, four, five, six or 
eight corporations, owning four or five ships. What is the necessity 
for that? Now, was that a tax proposition ? 

Mr. Morrts. Senator, as each ship was acquired, a corporation was 
formed to take title to it or to acquire the stock of a corporation 
from which it was getting control of that ship. And, as you probably 
would know, each time you acquire a ship you have to undertake 
certain financing. And you have to get loans from banks or Maritime 
Commission mortgages. ; 

Senator UnpEerwoop. Then how were these ships bought? Did you 
get financing? 

Mr. Morris. Oh, yes, sir. Mr. Wasson could tell you all this, but 
in this blue book which is before you there is a page with all the 
financing set forth, in a table. 

Senator Unperwoop. That is all right, if it is already in. 

Mr. Morris, It is all there. 
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Mr. Fuanacan. On that very point, Mr. Morris, we discussed this 
before. Do you recall that the United group paid a total of some 
$475,000 to the Casey group for the right of purchasing these vessels? 
In other words, they paid that for the stock in an effort to get these 
vessels under their control. Now, are you aware that $475,000, which, 
in effect, was a bonus, which was paid to the Casey group by the 
United group, for the stock of National, was written off as a net 
capital loss, after adjustments ? 

Mr. Morris. I am afraid you are out of my depth. I had nothing 
to do with that, Mr. Flanagan. 

Senator Nrxon. When Mr. Wasson was on the stand, we asked him 
about the preparation of the tax returns. He said he had not, of 
course, personally prepared them, but that the firm advised on them. 
Do ia nee what member of the firm was the tax expert? 

Mr. Morris. Yes; I do. His name is Huppuch, H-u-p-p-u-c-h. 

Senator Nrxon. Do you know, as a matter of fact, whether he did 
assist in the preparation of these returns? I understand Price, Water- 
house did the actual 

Mr. Morris. I think the accountants probably did that, but he prob- 
ably looked up the law and a lot of questions. They didn’t consult 
me about it. 

Senator Nixon. The reason I asked that question: Mr. Flanagan 
raised the point about $450,000, which was deducted from the tax 
expense of 1949, which was the amount the company paid to obtain 
the charters, which, to my own mind, would raise a very grave doubt 
as to the right to deduct them, because it would appear to be a capital 
expenditure, which would have to be amortized over a period of 
years. 

Also, from the memorandum prepared by our own accountants on 
the staff, it would appear that the United and its subsidiaries 
all filed a consolidated return, which they have a right to do, of course. 
But, when they have that right, they cannot write off between the 
companies losses which are in the family, so to speak. And, in this 
instance, there are two items, one of $252,000 and another of $200,000, 
where I think a grave question arises on the tax side of it. 

Now, I am just wondering who could advise us on that point. 

Mr. Morris. Did you ask that question of Mr. Wasson when he was 
onthe stand? Did you raise that ? 

Senator Nixon. Mr. Wasson said he did not prepare them himself. 

Mr. Morris. I suppose you would have to get Price-Waterhouse and 
Mr. Huppueh. I don’t know. Mr. Wasson could tell you who, 
though. 

Senator Nixon. I would suggest, Mr. Chairman, that this is a very 
technical point, and that the best thing to do would be to turn over the 
staff memorandum to the Internal Revenue people, with the questions 
which have been raised by our own accountant on the tax matters. 

Senator McCarruy. Mr. Chairman, I yielded about an hour ago to 
Mr. Nixon, and I had several questions at that time unanswered. 

Senator Hory. Let us finish this, right now, for the moment. 

Mr. Fianagan. Just this one thing, Senator. 

As you were aware, United Tanker, which was entirely controlled 
by your foundation, in turn entirely controls National Tanker or did 
control National Tanker in 1949. You knew that ? 
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Mr. Morris. Well, as I remember, National Tanker became a hollow 
shell, and then another subsidiary of United Tanker owned the thing 
of value, and I do not know whether National Tankers was dissolved 
or What happened to it. 

Mr. Fianacan. But you know, as a matter of fact, in 1949, that 
United Tanker entirely controlled National. Right? You know 
that? Or don’t you? 

Mr. Morris. Well, I guess it controlled the ship. Whether it was 
still controlling as a stockholder of National, I can’t remember. 

Mr. Franacan. It controlled whatever was there. 

Now, did you know that in the 1949 tax return, of United, they 
wrote off as a bad debt $200,000 which was owed to United by National? 
In other words, here we have this maze of corporations, all of which 
are controlled by your foundation. We have United here, and Na- 
tional here. National owes $200,000 to United: so, United in its tax 
return for 1949 writes off as a bad debt $200,000 owed by its own sub- 
sidiary, and in that way reduces its taxable income. 

Mr. Morris. Mr. Flanagan, I didn’t know it. 

Mr. Fianacan. Had you known it, would you have approved of it— 
that type of intercorporate shuffling ? 

Mr. Morris. I would have to do some research on the tax law. You 
are asking me for a legal opinion, and I couldn’t give you a legal 
opinion, on something which is outside my field, in 2 minutes. 

Senator Nixon. Could I ask a question? The point I think Mr. 
Flanagan is making relates directly to what Senator Underwood 
raised, I believe. Because if you had not had the several corporations 
which were set up in addition to r nited, you would not have this 
problem at all. You would not have been able to deduct these amounts. 
He is making the point that these are intercorporate corporations 
which were made possible by setting up several corporations to do 
what one could do otherwise; and so therefore a question was raised 
on the tax side. I think that is quite logical. 

Senator Unperwoop. The question I raised, and what I am trying to 
ask the witness is, did he have anything to do with setting up these 
corporations ¢ 

Mr. Morris. No, sir. 

Senator Unperwoop. That is the answer I wanted. 

Mr. Firanacan. Did your law partner / 

Mr. Morris. I think Mr. Wasson attended to all of the corporate 
details. 

Senator McCarruy. Do I understand that your law firm is the law 
firm responsibile for setting up these various corporations about which 
Mr. Underwood has been talking ? 

Mr. Morris. Yes, sir. I don't think any other firm advised them. 

Senator McCarruy. And am I correct im this, that your law firm 
represented United Tanker at all times since United Tanker came 
under the control of the so-called charitable foundations ? 

Mr. Morris. Well, I think they consulted other firms on other mat- 
ters. 

Senator McCarrny. Are you aware of the fact that ECA consulted 
Mr. Wasson repeatedly and apparently almost continuously about the 
movement of the oil tankers which we have been discussing / 
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Mr. Morris. Am I aware? 

Senator McCartuy. Yes. 

Mr. Morris. No, I am not. 

Senator McCartuy. May I read the notes from Mr. Syran on that? 
He says: 

After many conversations between Mr. Wasson and Mr. Oppe, I saw Mr. Was- 
son here on Tuesday, May 2, shortly before noon, at which the entire subject was 
discussed at considerable length. 

This was a discussion of shipments of oil to Communist China. 

Had you and your law partner ever discussed that matter ¢ 

Mr. Morris. As late as May? By that time, or maybe June, I: 
think I came down to Colonel Syran, too. 

Senator McCarruy. You seemed to earlier resent the fact that I 
pointed out that the shipments by your firm into Communist China 
might well have resulted and undoubtedly did result in the death of 
American boys. You said: 


You don’t kill Americans with peanut oil. You don’t kill them with kerosene. 


Now that you know that your firm shipped a thousand tons of aviation 
lubricating oil, in the neighborhood of a quarter of a million gallons, 
will you agree with ime that aviation lubricating oil, and not peanut oil, 
could kill American boys over in Korea ¢ 

Mr. Morris. I don’t know if it could kill them a year before Amer- 
ican boys were in Korea. 

Senator McCarruy. Pardon? 

Mr. Morris. I don’t know if that could be used to kill American boys 
a year before American boys were in Korea. 

Senator McCarruy. Well. were you aware of the fact that Red 
China was desperately stockpiling oil? 

Mr. FLanacan. On that point, I might clear the record that that 
cargo, that specific cargo, left Rumania in April of 1950 and arrived in 
Dalny some time probably in May, some 6 weeks before—— 

Mr. Morris. Well, the answer to the Senator’s question is: I am 
quite sure that in May of 1950, I was not aware that the Communist 
Chinese were stockpiling fuel to kill American boys. 

The first I knew about the Korean war—I didn’t know about it be- 
fore it happened. Maybe you did. But June 25 was the first time I 
knew there was a war in Korea. I read it in the newspapers and 
heard it on the radio. 

Senator McCarruy. You seemed to greatly resent it when I pointed 
out that you helped the Communist war effort. You seemed to think I 
was trying to impugn your loyalty. 

Mr. Morris. Well, Senator, wouldn't you resent it if L asked you that 
question ¢ 

Senator McCarruy. And you said, “You can’t kill American boys 
using peanut oil or kerosene.” Now that you know that roughly 
250,000 gallons of lubricating oil, the kind used in Chinese airplanes, 
were shipped by your firm into Communist China, do you still take 
such great exception to the statement that that might have been used 
in such a Ww ay as to result in the death of American boys? 

Mr. Morris. You have two major premises in that sentence. which 
1 don’t know whether they are true or not. One is that we did carry 
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aviation gasoline, United Tanker did; and that I can’t answer. But 
you evidently know. I don’t know how you know, but you know. I 
don’t know. 

Now, the second part of that is that it was carried by my firm. My 
firm doesn’t carry oil. It is a law firm. 

Senator McCarrny. I am speaking about your organization. I 
am speaking of the organization of which you are president. 

Mr. Morris. You said my firm. 

Senator McCartny. Justa minute. Iam speaking of the organiza- 
tion of which you are president. 

Mr. Morris. You are insulting five people instead of one, when you 
say “the firm.” 

Senator McCarruy. Weill, I am not trying to insult you, Mr. Morris. 

Mr. Morris. Well, you have. 

Senator McCartuy. I am trying to get the facts. 

Mr. Morris. You know the facts. I told you. 

Senator McCarruy. If the truth insults you, then you must be in- 
sulted, and I intend to get answers. I hope to bring out the truth, and 
I am not trying to insult you. 

Mr. Morris. Well, I told you the truth six different ways. Put it 
up the seventh way. 

Senator McCarruy. The evidence shows that on the 22d day of 
April 1950, one of your tankers—by “your tankers” I mean a tanker 
over which your corporation has complete control—left one Com- 
munist port loaded with lubricating oil, not aviation gasoline but 
oil, and moved that oil to a Communist port in China. Earlier you 
made the statement, laughingly, that you could not kill any American 
boys with peanut oil. Now that you are aware of the fact that your 
tanker moved roughly 250,000 gallons of aviation lubricating oil to a 
Communist port, moved it there about a month before the Korean war 
started, will you now agree with me that it is not too far fetched to 
assume that aviation oil did result in the deaths of American men 
in Korea? 

Mr. Morrts. You said lubricating oil, didn’t you? 

Senator McCarrtny. I said lubricating oil, aviation lubricating oil. 

Mr. Morris. Well, 250,000 gallons wouldn’t take care of the taxi- 
cabs in Washington in 1 day. You better get bigger figures than that, 
if you want to make a hit. 

Senator McCarrtuy. I used the correct figure. 

Mr. Morris. You stopped talking about peanut oil, and now you are 
talking about peanuts. 

Senator McCarruy. In other words, you think that the shipment of 
250,000 gallons of oil for the war machines of China is “peanuts.” 

Mr. Morris. Well, it wasn’t—How do I know it was for the war 
machine of China? You said it was. How do I know? 

Senator McCarruy. Do you think it was not? Do you think they 
were using aviation lubricating oil for something other than the war 
machine of China? Do you, Mr. Morris? 

Mr. Morrts. They might have had passenger planes in China. I 
don’t know. Haven’t they got any? Didn’t they have any? 

Senator McCarrny. Mr. Morris—— 

Mr. Morris. You are making a lot of assumptions, Senator, for 
which you have no basis to make them. I can play that game, you 
know. 
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Senator McCarrny. All right. If you think the aviation oil was not 
used for the war machine, we will adopt that. 

Mr. Morris. I don’t know, and neither do you. 

Senator McCartuy. You made one other statement. You thought 
perhaps we were hurting the Communist Chinese when we shipped 
the oil into Communist China, because, you said, we are taking dollars 
out of a Communist country. Are you not aware of the fact that you 
were taking no dollars out of Communist China, that you were ship- 
ping the oil from one Communist-controlled country to another Com- 
munist-controlled country? So that if there is any shift of dollars it 
was not a shift out of the Communist country, but a shift from one 
Communist country to the other. 

Mr. Morris. How do you think the ships got paid / 

Senator McCarruy. You do not honestly think that you were im- 
pairing the Communist economy by moving their oil from one Com- 
munist port to another, do you 4 

Mr. Morrts. Well, it took dollars out, to pay for the shipping. The 
ships got paid in dollars. Those are the dollars Tam referring to. 

Senator McCarruy. Proceed. 

Senator Nixon. Mr. Chairman, as you will recall, a moment ago I 
suggested that on the matter of the questions, as they were quite com- 

plicated, we probably would not gain too much in attempting to dis- 

cuss them here, but that it did seem on the basis of the study made by 
our own accountants that the problem, the questions raised, on the 
filing of the consolidated returns, for the five corporations involved, 
should be referred for review to the Internal Revenue Bureau. 
And the reason that I say that—I note another point I was not able 
to make before we were interrupted, that the total amount in which 
this question has been raised is approximately $850,000, These dis- 
cussions which arose out of the purchase of National Tankers by 
United, and the tax savings on that amount, if they happened to be 
disallowed by the Internal Revenue Bureau, would involve $350,- 
000, So I do not think we can say that is peanuts. So I would like 
a ruling on that request from the chairman. 

Senator Hoey. We furnish all of the records, Senator, to the In- 
ternal Revenue Department and the Justice Department, and this 
will go along with them. 

Senator Nixon. The staff study will go along? 

Senator Hory. And be called to their attention. 

Senator Munpr. Before we get off on another subject, I think I 
should offer a letter for the record which has been sent me by Mr. 
Daniel A. Kimball, Secretary of the Navy, or the Department of the 
Navy. We want to clarify the position of the N avy with regard to 
these hearings. 

I will read just a sentence or two. It came in response to a letter 
that I wrote Mr. Daniel A. Kimball, Secretary of the Navy, on March 
7. And this relates to the problem we have been discussing with Mr. 
Morris, as to what was Government policy at the time the tankers 
under his control were engaging in traffic with Communist China: 

My Dear SENATOR Munpr: Your letter dated March 7, 1952, reached me on 
the morning of March 10, 1952. 

Not a very good commentary on the expedition of the postal service. 
95335—52 
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The impression created by the testimony of Mr. David B. Jarvis, who recently 
appeared before the Senate investigating committee, was as shocking to me as it 
was to you, and I hasten to make answer in order that you will have a full und 
complete understanding of the Navy’s position in the matter. 

In your letter you have set forth correctly what has been and continues to be 
the policy of the Department of Defense and of the Navy concerning the trans 
portation of high-war-potential goods to and from Communist-controlled ports 
I cannot overemphasize the fact that in all of its operations the Navy has and 
continues to so regulate its actions as to be in complete consonance with this 
policy. 

Then there is a long paragraph dealing with Mr. Jarvis’ “impression.” 
g paragray £ | 
I come to the last paragraph, which I will read : 

I do not know how or why Mr. David B. Jarvis reached the conclusions which 
he voiced while testifying but you can be assured that neither the Navy nor 
Naval Intelligence in any way approved the operations of the tankers concerned 
That is the Mr. Jarvis who was handling your contracts with the 
Communist at that time. 

On the contrary, all were in complete agreement with the policy of the Depart 
ment of Defense which is as stated in your letter. 

I trust this information will clarify this misunderstanding on the part of Mr. 
Jarvis and will help you to appreciate fully the situation as it actually exists 

I think we should have it as an exhibit in the record, Mr. Chairman, 
and not as sworn testimony, and also my letter to him. 

Senator Horry. It will be exhibit No. 52. 

(The letters referred to were marked “Exhibit No. 52,” and will be 
found in the appendix on p. 725.) 

Mr. FPiuanacan. Mr. Morris, when did it first come to your attention 
that four of the vessels, four of the tankers, which were controlled 
by the United or its affiliates, had been using noncitizen radio operators 
in violation of the Communications Act of 1934? 

Mr. Morris. I think the first time it came to my attention was when 
a letter was received, I think some time last spring, in the Federal 
Communications Commission, which Mr. Wasson showed me, and | 
think it was the Saint Christopher, which had taken on—I am pretty 
sure it was the Saint Christopher, and not the Destiny. 

Mr. Fuanaoan. I think the first was the Saint Christopher. 

Mr. Morris. Yes, the Saint Christopher was the first. And that 
was the first time I knew of the FCC law. Aas a matter of fact, | 
didn’t know anything about shipping pretties with regard to radio 
operators until that arrived, and I think it was some time last spring. 

Mr. Fianacan. In any event, as the record shows, four of your 
vessels, the Saint Christopher, the Destiny, the Kettleman Hills, and 
the Meacham, were fined a total of $847,500 by the FCC for these 
violations. Did you personally contact the FCC in an effort to have 
these fines mitigated or reduced? 

Mr. Morris. Did I? Yes. _ I first went to see Colonel White, who 
is Chief of the Enforcement Division, and Marshall Orr, and we pre 
pared a memorandum and filed it, as you pravebly know. I didn’t 
know it myself before I looked up the law, because there is a conflict 
of laws on the taking on of noncitizen radio operators. There is an 
international treaty on one side to which the United States is a party, 
and the Shipping Act on the same side, which under certain condi- 
tions provides for or authorizes the signing on of a noncitizen radio 
operator, provided he is a duly licensed radio operator of a signatory 
country. 
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Then, on the other side, you have a later statute, I believe 1938, 
which is 

Senator Munpr. Will you talk a little louder? 

Mr. Morris. And then here is the FCC law on the other side, which 
is a later statute, I think 1938, which imposes a penalty on any com- 
pany operating a ship with a noncitizen radio operator, a penalty of 
$500 per day. And that was the first time, when we got the letter 
advising us that a penalty had been incurred on the first ship, which 
was the Destiny, and I think the amount was in the neighborhood of 
$162,000. But that statute, the provisions of that statute, can be miti- 
gated where good faith is shown. And indeed there is a question 
of conflict of laws, which there is no use in getting into yet, because you 
would have to go to court to get a decision. But there is a question 
as to which law prevails, the Shipping Act on the one side, or the FCC 
on the other. And, so far as I know, I have seen no opinion on the 
matter, and all I know is that we did file a long affidavit by the officer 
of the firm of Sieling and Jarvis, who is personally familiar with all 
of those matters involving crews and radio operators, plus a memo- 
randum of law which was prepared by Mr. Wasson and me. And I 
took it down personally, and submitted it, and waited for a determina- 
tion, and 2 or 3 months later a fine of $2,000 was imposed. 

Senator McCartiry. May I interrupt there? 

Mr. Morris. Just one more thing. 

Senator Munpr. Two thousand dollars per ship ? 

Mr. Morris. No,no. This one ship. Then the other came in later, 
and in fact the determination on them came in since I arrived in 
Washington on February 1. 

But one thing more. Excuse me, Senator. 

Mr. Flanagan, it is the shipping practice, as it was stated by the 
firm of Sieling and Jarvis, when a ship is in a United States port, 
that you sign on a crew and it is cleared by the Coast Guard. When 
it is ina foreign port, you sign on a crew and the United States con- 
sular officer in that port supervises whatever you do. And, in every 
case, the consular officer in foreign ports supervised whatever was 
done, and here the Coast Guard. So it was a matter of not willful 
intention that a noncitizen radio operator was taken on. but rather 
the lack of knowledge of the more recent statute of the FCC. 

Senator McCarruy. May | interrupt at this point ? 

If the fines against your shipping concern were computed at the 
regular amount, $500 a day, dé you know how much it would 
amount to? 

Mr. Morris. Well, I think Mr. Flanagan totaled them up. 

Mr. Fuanacan. $847,500. 

Senator McCarruy. Who, if you know, succeeded in having that 
fine reduced to $8,000? 

Mr. Morris. I don’t think anybody did. We submitted a memoran- 
dum and an affidavit, and on those documents the decision was made. 
But I didn’t know anybody. I didn’t see anybody. I don’t know Mar- 
shall Orr, except having met him twice, I guess, and discussed the law 
on a very high plane. There again, remember, I talked about the 
Maritime Commission. You never get before them asea.board. The 
same way with the FCC. Although I understand that you can appeal 
from a very heavy penalty to the FCC if you want to. But as far as 
appearing in your proceeding to mitigate the forfeiture, you have no 
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opportunity. So the only thing you can do is to go to the Enforcement 
Division and ask them what forms are to be filled out, and what to 
submit, and then you comply. 

Senator McCarrny. May I get the answer to my question now? 
Who, if anyone, did you contact in Washington with regard to getting 
the fine reduced from $800,000 to $8,000? Who, if anyone, did you 
contact, by mail, by telephone, personally, anybody ? 

Mr. Morris. As I say, I talked with Colonel White, who was Chief 
of the Enforcement Division. I think that was his name. That is eas- 
ily ascertainable. But he is in charge of the Enforcement Division. 
And I was turned over to Marshall Orr. 

Senator McCarruy. Let me stop you right there. When you con- 
tacted Mr. White, was that personally, or by phone? 

Mr. Morris. No. The only person I knew, and I knew her only very 
slightly 

SenatorMcCartuy. What type of contact was White? Was it by 
phone, letter, or did you stop in and see him ? 

Mr. Morris. The only person I knew 

Senator McCarruy. How did you contact White? 

Mr. Morris. I am trying to tell you. 

Senator McCarriy. Did you contact by telephone, or by letter? 

Mr. Morrts. I called personally upon a member of the Commission, 
Frieda Hennock, and I asked her to whom I could present an applica- 
tion. Iasked her about the practice of the Board and if I could appear 
before the Board, or the Commission. She said no, that I should go 
and see Marshall Orr. 

Senator McCarruy. By the “Commission,” now, you meant what 
Commission ? 

Mr. Morris. The Federal Communications Commission. And she 
in turn arranged for me to meet and go over and talk to Marshall Orr, 
or Colonel White. 

Senator McCarrny. Will you identify Marshall Orr? 

Mr. Morris. He is in the Enforcement Division of the Federal Com- 
munications Commission. He isa lawyer of great ability, and I never 
knew him before. I walked in that day, and he told me what to do. 
He said, “Get an affidavit from whoever is most familiar with the oper- 
ations, and submit a memorandum of law.” And I walked out. 

Senator McCarrny. How much time did you spend with Orr? 

Mr. Morrts. I would say perhaps 15 minutes, 20 minutes. 

Senator McCarruy. Did you tell Orr that if the fine were levied, 
ultimately it would come out of the coffers of a charitable organ- 
ization ? 

Mr. Morris. I know I didn’t use that language. I don’t use the word 
“coffers” very much. 

Senator McCarrny. Treasury, then? 

Mr. Morris. I don’t know. I don’t think I told Mr. White about 
the background of it. 

Senator McCartuy. We were talking about Orr. 

Mr. Morris. Didn’t say “Orr”? 

Senator McCarruy. You said “White” now. 

Mr. Morris. I am sorry. Well, I don’t think I went into that. I 
didn’t want to waste their time. I mean, what I wanted to know was 
what procedure should be followed in presenting applications for 
mitigation of forfeitures. 
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Senator McCarrny. Were you informed of the reason for this FCC 
rule / 

Mr. Morris. Yes. 

Senator MeCarrny. Were you informed that—— 

Mr. Morris. Well, wait a minute. The reason for the rule? I 
think it had something to do with requiring—you know, in World 
War I, I guess it was 

Senator McCarrnuy. The question was whether you were informed 
of the reason for the rule. 

Mr. Morris. I don’t know whether I was informed by him. I think 
I was. 

Senator McCarrny. You understand now, at least, that the FCC 
made this rule, a rule to the effect that only licensed radio opera- 
tors 

Mr. Morris. It isn’t a rule. It is a law, sir. 

Senator McCarruy. They made the rule under the law. 

Do you understand that this rule has been passed because the FCC 
and the Congress feel that only men carefully screened and licensed 
by the FCC should be handling the code books and the codes used by 
our shipping# Do you understand that? I mean, you understand it 
is a security measure, do you / 

Mr. Morris. Oh, sure. 

senator McCarrny. Is the affidavit part of the record ? 

Mr. Fuanacan. Their affidavit of mitigation? No, sir. 

Senator McCarruy. Do you have the aflids avit with you? 

Mr. Morris. No, I filed it with the Commission. ’ 

Senator McCarruy. Do you have a copy with you? 

Mr. FuanaGan. We have it and will place it in the record. 

Senator McCarrny. In that affidavit, do you know whether or not 
you represented that the fine, if paid, would come out of the funds 
of a charitable organization 

Mr. Morris. It isn’t my affidavit, and I don’t think it is in there. 
I am pretty sure it isn’t in there. 

Senator McCartruy. Do you know what influenced the Federal 
Communications Commission to make this unusual reduction and save 
the tanker firm close to a million dollars? Do you know what in- 
fluenced them ? 

Mr. Morris. Yes; I think Ido. No. 1, there was a conflict of laws 
problem which in court might possibly result in a decision that the 
FCC law was inconsistent with a prior law and an international 
treaty, and therefore no amount might be obtained. That is No. 1 

No. 2, I think that the FCC was convinced that there was no inten- 
tion to violate any law, and that the tanker could not have sailed 
without taking on foreign operators, because the citizen operator was 
repatriated, wanted to come home. 

Senator McCarrny. Now, Mr. Morris, when you originally were at- 
tempting to get tankers, and before you were succ essful, we find on 
December 11, you wrote to the Maritime Commission. One of the 
arguments which you used at that time, one of the reasons advanced 
by you as to why they should give you the tankers rather than some one 
else, was that “We w ‘ill be successful to bri ing means of assistance to the 
Chinese Government.” That is correct, is it not? 

Mr. Morris. I think so, yes. 
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Senator McCarruy. And by that you meant the recognized Gov- 
ernment of China? 

Mr. Morris. Yesterday we went all through that. I identified a 
letter. 

Senator McCarrnuy. Did you get the question ¢ 

Mr. Morris. Yes, sir. 

Senator McCartuy. The question was: Did you mean the recognized 
Government of China? 

Mr. Morris. Yes, sir; the Nationalist Government of China. 

Senator McCarrny. And you did not mean the Communist Gov- 
ernment of China? 

Mr. Morris. Decidedly not. 

Senator McCarruy. Decidedly not. Now, did you feel that this 
was somewhat of a commitment by you, a commitment which you 
were expected to live up to? Or did you think this could be violated 
a week or 2 weeks later with impunity ? 

Mr. Morris. I thought it was a commitment that if the tankers were 
obtained directly from the United States Government, it should be 
lived up to, and indeed even though the tankers were not received 
by the United States Government, that commitment was lived up to 
until it was no longer possible to live up to it. I have been into that 
several times. I can do it all over again. 

Senator McCarrny. In other words, you say you had a moral c6m- 
mitment, or rather a moral obligation, let us put it that way, to live 
under this commitment as long as you could. Is that correct? 

Mr. Morris. Sure. 

Senator McCartny. Now, did you or do you now think that the 
shipment of oil to Communist China was assistance to the Chinese 
Government ? 

Mr. Morris. I think I answered that several times. You ought to 
read Joan of Arc. Have you read that book by Bernard Shaw? 

Senator McCarruy. You will answer my question, Mr. Morris, be- 
fore we read any books. And if I may beg the Chair’s indulgence, I 
think this is an important question. Here is a witness who has tried 
to create the impression in the press and otherwise that he has been 
greatly wronged, when we bring up the fact that the firm over which 
he had complete control, of which he was the president, aided Com- 
munist China. I would like to know whether or not he feels that when 
he made commitment to the Maritime Commission that he was going 
to aid the Government of China, he was bound to live up to it. And 
if not, why not? I think that isa very important part of this investi- 

gation, Mr. Chairman, especially in view of the fact that his firm did 
the maneuvering, the creation’ of corporations, which resulted in 

vast tax exemption, on the theory that it was set up to aid, according 
to press reports, Nationalist China. I think we should get to the 
bottom of this. 

Senator Horry. Senator, I am in thorough accord with you that it 
is a Vital question. The only point with me is that we have been over 
and over it several times. I do not see a thing different between the 
question you are asking now and several questions that have been 
asked this witness repeatedly by yourself and others. I think we will 
have to get through sometime. 
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Mr. Moruis. It is very similar to what they did to Cardinal Mind- 
zenty, what the Hungarian Communists did. Gradually you can wear 
a witness down. That is what you call mental br utality. 

Senator Hory. Mr. Morris, you will please observe the rules and 
not answer until your time comes. 

Senator McCarruy. Mr. Chairman, before being interrupted by the 
witness, and I might suggest that the witness not interrupt when the 
Chair and I discuss these matters, as I started to say, I think the Chair 
has been extremely patient, and always has been, and I think the 
chairman of this committee does a better job than ’99 percent of our 
chairmen do in this Senate, so I always hesitate in disagreeing with 
him. 

Mr. Morris. I agree with that. 

Senator McCarruy. Will you be quiet ? 

However, we have a witness here who is so difficult to get an 
answer from, that I would like to go into this very important 
question. 

Senator Horr. I hope, Senator, you will make it just as brief as 
possible. I am not trying to cut you short, but I think we have 
been going over this. I hope the witness will answer directly. 

Mr. Morris. I will try ‘awfully hard, Mr. Chairman. 

Senator McCarruy. Do I understand, Mr. Morris, that this com- 
mitment to the Maritime Commission covered only tankers which 
you received directly from the Maritime Commission ? 

Mr. Morris. The commitment? I think the commitment could be 
accepted as a declaration of policy no matter where the tankers were 
obtained, if they were American-flag vessels. 

Senator McCarruy. Then do I understand that it is your position 
that when you no longer could get money from ECA to ship materials 
to the Government of China, you were justified i in violating this com- 
mitment to the extent of shipping to Communist China? Is that your 
position ? 

Mr. Morris. No, I would put it this way: That after it was im- 
possible to continue under the Petroleum Corp’s charter, then the 
ships had to be chartered on a world market under the free-enterprise 
system, in accordance with United States policy. 

Senator McCarriry. Do you feel, then. that a reasonable interpre- 
tation of this commitment is that once you could no longer ship oil 
to the Government of China, you would be living up to the commit- 
ment then if you started to ship to Communist China ? 

Mr. Morrts. I think when the commitment became impossible of 
fulfillment, there were two alternatives. One was to lay the ships 
up, and the other was to sail them on a world market 

The second alternative was preferred, because there were several 
United States banking institutions, and the Maritime Commission, 
who had held mortgages on these ships. 

Senator McCarrny. You understand, of course, and I think this is 
import: int, after your criticism of the Casey group yesterday, that 
the Casey ships, some of the tankers, found their way into other 
See You understand that the individuals who held the other 
Casey tankers also could have taken advantage of this premium 
business, but that they refused, and refused on the grounds that they 
would not help international communism and Communist China? 
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Mr. Morris. Senator, I didn’t know that they were offered the 
business, and refused it. If you do, you know something more than 
Ido. I don’t know. 

Senator McCarruy. I see. Let me ask you this. Would you say 
that a reasonable interpretation of a commitment to help Nationalist 
China is also a commitment not to help Communist China? Do you 
understand that ‘ 

Mr. Morris. Sure I understand it. 

Senator McCarruy. Will you answer it, then / 

Mr. Morris. Well, when the commitment was made, there was no 
Communist China. There were a bunch of brigands up in the north, 
China was Nationalist controlled, the whole mainland. 

Senator McCarruy. Do you recall the date you made this com- 
mitment ¢ 

Mr. Morris. You said it. 

Senator McCarruy. Do you recall the date 

Mr. Morris. I think it was December 11, 1947. You call it a com- 
mitment. I would call it a statement of purpose for acquiring tankers. 

Senator McCarruy. You call it a statement of purpose, then. 

Mr. Morris. And that purpose was never deviated from. 

Senator McCarruy. Let me ask you this. When you entered into 
what I call a commitment and what you call a statement of purpose to 
help Nationalist China with the shipping, would you assume that a 
reasonable interpretation of that commitment was to also refrain 
from helping Communist China ¢ 

Mr. Morris. Well, I haven’t yet conceded your major premise, that 
Communist China was being helped in any way she wouldn’t have been 
helped. The only group that was beirtg helped as far as United was 
concerned was the United Tanker Corp. group. 

Senator McCarruy. We will rephrase the question for you. 

Would you agree with me that commitments to help Nationalist 
China—that is, the Government of China—would by inference also 
mean that you were committing yourself not to help the enemies of the 
Government of China? That is not too difficult to answer, is it, Mr. 
Morris / 

Mr. Morris. No: except that you are kind of wearing me out with 
a lot of stuff we have been going over. You do it a different way. You 
can't do it one way, and you do it the other way. And I am going to 
take my time answering. You have been cooking these up all night. 
I have been having a ple: sant sleep. 

Senator McCarrny. Is that question difficult or involved? If it is, 
I will rephrase it. Because I do not want to trap you, Mr. Morris, 
into saving anything which is untrue. 

Mr. Morrts. You don’t want to trap me? 

Senator McCarriry. Can you answer the question / 

Mr. Morris. What are you trying todo? Help me out? 

Senator McCarruy. I am trying to get the truth, and it is awfully 
difficult. 

Mr. Morris. I am giving you the truth, and it isn’t difficult. With 
a reasonable man like your chairman, we could get it in half an hour. 

Senator Hory. We will proceed. Can you answer the question ? 

Mr. Morrts. Of course I will answer it. It is really a very dull 


session. 
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Senator McCarrnuy. Will you answer the question ‘ 

Mr. Morris, Let’s have it again. 

( The question was read by the reporter, as follows :) 

Would you agree with me that commitments to help Nationalist China—that 
is, the Government of China—would by inference also mean that you were com- 
mitting yourself not to help the enemies of the Government of China’ 

Mr. Morris. You are including as a major premise that at the time 
that statement of policy, which you call a commitment, was made, 
anybody connected with this application knew that in 2 years Nation- 
alist China would be gone and the Communists would have taken over 
the mainland. I couldn’t foretell that. ‘a 

Senator McCarrny. Will you read the question to the witness 
again ? 

Mr. Morrts. And wait a minute. There is another major premise, 
you see, that it was my intention or anybody’s intention to help the 
enemies of Nationalist China. 

Senator McCartriny. Will you read the question ? 

Mr. Morris. I had no such intention. 

I know what it is. You don’t need to read it. 

Senator McCarruy. Will you read it to the witness, again? 

(The reporter read the question again, as follows:) 

Would you agree with me that commitments to help Nationalist China—that 


is, the Government of China—would by inference also mean that you were 
commiting yourself not to help the enemies of the Government of China? 


Mr. Morris. Not to help the enemies of the Government? Yes: I 
guess so. Nobody wants to help the enemies of Nationalist China. 
I suppose the answer is, I don’t want to help the enemies of Nationalist 
China: never have. 

Senator McCarruy. Would you read the question to the witness? 
And try to answer, Mr. Morris. 

Mr. Morris. Well, I have tried. I am not going to be put in the 
position you want me to be put in, that I am trying to he ‘Ip the enemies 
of Nationalist China. I will say “No.” Why not say “No” and go 
ahead ? 

Senator Hory. The witness has said “No.” Let us go to something 
else. 

Mr. Morris. He is a terrier. He likes to shake the animal. 

Senator McCartny. Iam sorry to disagree with you, Mr. Chairman. 
The witness has said he did not want to help the enemies of China. 

Senator Horry. But he closed by saying he would answer your 
question “No.” 

Let us let that rest. 

Senator McCartny. Do I understand you, Mr. Morris, to tell us 
now that you do agree that when you promised the Maritime Commis- 
sion that ‘shopping. would be used to help the Government of China 
you were also promising not to use the shipping to help the enemies of 
China? That is a very simple question. 

T am not talking about what you think now, but what you understood 
that commitment to be at that time. 

Mr. Morris. Yes, sir: that is very easy. At that time I didn’t know 
China had any enemies. You just cleaned the Japs out. There 
weren't any enemies. The world was at peace. 
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Senator Munpr. Wait a minute. In 1947, as an American with 
better than average intelligence, certainly you knew then that Com- 
munist China was an enemy of Nationalist China. There was no 
one who did not know that. 

Mr. Morris. Senator, in 1947 there was no such thing as Communist 
China. Do you remember those lays ¢ 

Senator Munpr. I do. There was Mao Tse-tung in Communist 
Manchuria, and they were at war with Nationalist China in 1947. 

Mr. Morris. He was a brigand up in the north. 

Senator Munpr. Are you trying to tell us you did not know that? 
All right. But I just think you ‘have for gotten your history. Be- 
cause in 1947 most Americans evidently knew that the Communists 
who were shooting the soldiers of Nationalist China were not doing 
it as an act of friendship, that they were enemies of China. 

Mr. Morris. Well, now, look. You and I are Americans. We are 
shooting at each other. What is it all about / 

Senator Munpr. I am not shooting at you. 

Mr. Morris. Oh, yes, you are. And yet, if we are confronted by a 
common enemy, we Will stand shoulder to shoulder. 

Senator Munpr. That is right. 

Mr. Morris. Lam glad of that. I would hate to be shot in the back. 

Senator Munpr. But I would like to have you straighten out the 
record, speaking now as one Republican to another. I would kind of 
like to have you straighten out the record from the standpoint of our 
fellow Republic ans, that you did not really think that people in 1947 
under the Communist banners, who were shooting at the soldiers of 
Nationalist China, were not its enemies. 

Mr. Morrts. As one Republican to another, Senator? TI am glad 
you remembered that for a brief moment. 

Senator Munpt. Maybe I can depend on your answer. 

Mr. Morris. In 1947, tome there was only one Government of China, 
and that was the Nationalist Government. It was our fighting ally 
inthe war. It was trying to struggle to its feet. They needed tankers. 
I made this representation, and I will never regret it. I believe they 
ought to have had those tankers from the U nited States Government. 
I don’t think they ought to have to pay through the nose for it. 
But they couldn’ get them. 

Senator Hory. As a Democrat, I think I ought to intervene between 
these Republicans. 

Mr. Flanagan, you have finished, have you ? 

Mr. Fianacan. I have finished. 

Senator Hory. Are there any further questions of this witness? 

Senator McCarruy. I am not through, but I will yield. 

Senator Hory. All right, Senator Mundt. 

Senator Munpr. Going back to this $80,000 fine which was levied 
against United Tanker 

Mr. Morris. It wasn't levied. 

Senator Munpr. It was not levied ? 

Mr. Morris. No. 

Senator Munpr. How much was that? 

Mr. Morris. About. $8,000. 

Senator Munpr. What happened to the $800,000 ? 

Mr. Morris. You said you weren't a lawyer, but, if you go to court 
representing a client who is being sued for $800,000 and you get a 
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verdict for $8,000, that is what you come out with. That wasn’t a 
judicial proe eeding, but we made an argument and had a very good 
legal memorandum and a very complete affidavit, or a series of affi- 
davits, covering each ship, and based on the knowledge of the 
law—— 

Senator Munpr. I have a lawyer on the staff. Mr. Flanagan, what 
was the $800,000 4 

Mr. FLanaGan. It is, in the form under the RCC, a forfeiture; and 
a notice of forfeiture was given in the amount of $847,500, later miti- 
gated to $8,000. 

Senator Munpr. Very good. Now we start over. 

Mr. Morris. We are all through. He did it. Mr. Flanagan did it 
very succinctly. 

Senator Munpr. I am going back to this $800,000 notice of for- 
feiture filed against your company, the United Tanker Corp., which 
immediately was filed against the China International Foundation 
because you were the stockholders and owned United Tanker. I am 
curious as to the arguments which were persuasive enough to reduce 
that down to 1 percent of the original forfeiture so that you actually 
paid 1 percent of what was originally demanded by the FCC. 

And I think I understood you to say that in your affidavit or in your 
ee some place vou “presented the argument that some Amer- 

‘an consul or an American consul in a foreign port had told the 

cauision of your ships that this would be all right. You did not 
criticize the American consul. You thought he probably did not 
know the law. He told him that, and consequently your captain was 
acting in good faith. Is that correct ? 

Mr. Morris. Yes. 

Senator Munpr. What I want to do is supply the name or names 
of those American consuls. 

Mr. Morris. They are all in the affidavit. I can’t remember them 
all. 

Senator Hory. I have not read them all, but the witness says they 
contain them. ‘ 

Senator Munpr. Does the affidavit contain the names of those con- 
suls¢ 

Mr. Morris. I think so. 

Senator Hory. If not, we will ask him to supply it. 

Mr. Morris. Oh. 1 will tell you. The FCC law also provides the 
fine against the masters of the vessels, and each one of the masters of 
those four vessels filed affidavits, too. 

Senator Munpr. Well, I am trying to find out the name of the con- 
sul, whether it was in your affidavit or the master’s affidavit. 

Mr. Morris. I think you will find them either in the affidavit of 
Siching and Jarvis or the affidavit of the master of the vessel. It is 
so long ago I cannot remember. 

Senator Munpr. Well, we will examine the affidavit. 

Mr. Morris. But they are easily ascertainable. You can put a long- 
distance call in to Mr. Jarvis. He will give you the answer in 10 
minutes flat. There is no mystery about it. 

Senator Munpr. He did not mention that in his testimony before 
the committee. : 

Mr. Morris. You probably didn’t ask him. 

Senator Munpr. Probably so. 
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Now I turn to a different topic. You were pretty critical of Con- 
vress; I might say extremely critical. 

Mr. Morris. Not as critical as about 140 million people are. I am 
very temperate in my remarks. 

Senator Munpr. That is a matter of opinion. 

Mr. Morris. You ought to hear them in the corner store and the 
grocery store and on the street corners. 

Senator Munpr. That is a matter of opinion. 

Mr. Morris. It is too bad, because most of them are all right, I 
think. 

Senator Munpr. You were very critical of the Congress because of 
its failure, you said, to pass legislation- — 

Mr. Morris. Well, you haven't got any time. You are investigating 
all day. 

Senator Munpr. Which would make it impossible—Mr. Chairman, 
we are going to be here for a week unless the chairman enforces order. 
I insist that this witness keep quiet while I am asking him questions. 
I have as much time as he has. 

Senator Hory. The witness will please refrain from making com- 
ments while he is being questioned. 

Senator Munpr. From now on I am going to have to follow his 
wife’s advice and count up to 300. I am getting a little tired—— 

Mr. Morris. She won’t charge you a nickel. 

Senator Munpr. I am counting. 

Mr. Morris. Why don’t you go out to lunch, and we will come back, 
and it will all be settled. 

Senator Munpr. You might stick me for the check. I will not 
take a chance. 

Senator Hory. I am going to ask the witness to pay attention to 
the questions and answer them and leave all this levity aside. 

All right, Senator. 

Senator Munpr. In connection with the criticism that you made of 
Congress because it had not passed legislation making it impossible 
for such or ganizations as the Casey group and United Tanker to pur- 
chase ships : at bargain rates or low rates or without advertised public 
bids, I wonder whether you also feel that the law has been weak from 
the standpoint of making it clear that when the Maritime Commission 
has ruled that noncitizens are not to be permitted to buy tankers, 
noncitizens can put the money in which buys tankers and use citizens 
with very, very nominal interest in the corporation as officers, so that 
they can do indirectly what the FCC has refused to let them do directly. 

Mr. Morris. The FCC? 

Senator Munpr. Or the Maritime Commission. 

Mr. Morris. Well, Senator, isn’t that question before the Federal 
district court? In another couple of mouths we will know all about 
it. We will have a decision. 

Senator Munpr. I am not referring now to vour specific case, except 
as this is an example in point. I am asking whether you feel that 
the law which you criticize as being weak in one characteristic, is weak 
in another characteristic, where I think it is exceedingly weak. 

Mr. Morris. The answer is very clear, Senator. The purpose in 
my view is a valid purpose. The act required citizen control of an 
American-flag vessel, so that in the event of an emergency, all the 
officers and the people who operate that ship are in this country and 
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they can compel them to bring back that ship for the use of the United 
States Government. That is the purpose of the law. And the fact 
that you have French capital or Chinese capital or any other foreign 
capital does not impair the force of the law. 

I didn’t know I was this good. 

Senator Munpr. Do you feel as I do, that the law is weak in its 
definition when it defines citizenship control and citizenship owner- 
ship, in the event that it is held that a $2 investment by Americans 
entitles each American so investing, three in number, for a total of 
&6, to be defined as being the controlling influence in ships for which 
the Chinese capital or some other foreign capital has provided the rest 
of the money ? 

Mr. Morris. I am going to astound you with a figure. The $2 was 
the value of the equity for a third of 10 percent of the stock when it 
was a hollow shell. Today that $2 or that $6 equity, which now my 
trustees and I hold, is worth approximately $8 million. Because these 
ships have plied the seas and earned funds, paid down mortgages, 
paid down foreign capital, and today there is about 10 or 11 millon 
dollars which two gentlemen by the name of Dr. Gregerson and Dr. 
Hume, interested in not Communist China but the Chinese people 
who are free, together with me, and Mr. Tode, are responsible for 
administering. So let’s forget the $6 and think in terms of what is 
done, what has happened, what this free enterprise has produced, a 
wonderful foundation, with these assets, and the possibility of doing 
great good for the things you and I believe in, in a world of decency 
and freedom. 

Senator Munpr. I do not doubt the investment was profitable. 

Mr. Morris. Good. And decent. 

Senator Munpr. I realize if you can parlay $2 into $10 million, 
that is pretty profitable. 

Mr. Morris. They didn’t. 

Senator Munpr. I thought you said they did. I don’t know. 

Mr. Morris. No. You see, we had better go out to lunch, Senator. 
I will have to take more time with you than the other members of 
the committee. 

You see, the people who have $6 of stock didn’t sell at $10 million. 
They made a gift to the foundation of their stock, two of them, and 
the others sold it to the foundation, and the purchase price was paid 
for by China Trading way back when the market wasn’t good. 

Senator Munpr. Now, I understand you. Because there you get 
into something with which I am in complete disagreement. You are 
trying to tell me it was a good investment for the ideals we believe 
in because now it is worth so much money due to the fact in part that 
they were engaging in this -. trade on the seas by shipping 
traffic to Communist China. T disagree entirely. 

Mr. Morrts. That was infinitesimal—infinitesimal—infinitesimal. 

Senator McCartny. I did not hear you. 

Senator Munpr. You still have not indicated whether you think 
the law satisfactorily protects the security of this country and the 
American t: axpayer and its definition of a taxpayer or not. 

Mr. Morris. I have a story for you and Senator McCarthy, but I 
‘an’t tell it in public. You will like it. It is a good-natured story. 
Tt isn’t about you. , 

Senator Munopr. Is that the answer to my question ? 
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Mr. Morris. Your question has been answered so many times. You 
know, you can do things by iteration and reiteration. You can say, 
“Smoke Camels—smoke Camels—smoke Camels” and pretty soon you 
go to bed saying, “I’ve got to get a pack of Camels.” You can do it 
this way. You can say, “This is so—this is so—this is so”’—and I 
will have to keep on answering. But we have only one life, and 
life is a wonderful thing. 

Senator Munpr. You are consuming time. There are other things 
that have to be done in Washington. 

Mr. Morris. But I am trying to make you think in human terms. 
You are a human being. I am a human being. 

Senator Horry. Mr. Morris, we want to get through here sometime. 

Senator Munpr. The answer to the question cannot be that you are 
are human being. There must be some other answer. I am trying to 
elicit some information. 

Mr. Morris. What information would you like, Senator ? 

Senator Munopr. You have counseled this committee that appar- 
ently Congress is responsible for all this matter because of its failure 
to write legislation which would prevent groups like yours and the 
Casey group from buying these ships at such a low price that other 
people unable to get ships would pay a $450,000 bonus. You went to 
great lengths yesterday and said you absolved the Casey group from 
any blame, but you said Congress was to blame. 

Now, since you have counseled us on that phase of the legislation, 
I was trying to seek your counsel as to whether you agreed with 
me that if it is possible for foreigners putting virtually all the money 
in a corporation and using American citizens with a nominal invest- 
ment reduced down to $2 apiece, to procure ships from the Maritime 
Commission, when they seflnied to give them a foreigners direct, you 
did not also feel that Congress should tighten up that, law. If you 
will just say “Yes,” or “No,” that is all I want to know. 

Mr. Morris. No; I think that law is pretty adequate. It gains con- 
trol of a ship for the United States Government. 

Senator Hory. All right, Let us pass to something else. 

Any further questions ? 

Senator McCarruy. Yes. Mr. Morris, would you be willing to 
submit to the committee, assuming the chairman agrees that we 
should have the information, the complete bookkeeping of this so- 
called charitable organization, everything received, everything paid 
out, including attorneys’ fees, fees of any and all kinds? 

Mr. Morris. You won’t find any attorneys’ fees paid out by the 
foundation. We don’t need any lawyers. 

Senator McCarruy. The fees, I understood, were paid by—— 

Mr. Morris. United or its subsidiaries. But not for the work of 
the foundation. 

Senator McCarriuy. Wait a minute, now. I am asking you this, 
whether you are willing to submit to the committee the complete 
hookkeeping of this so-called charitable foundation. In order to 
find out what fees, if any, were paid, we will also need the 

Mr. Morris. Of the foundation ? 

Senator McCarrny. Mr. Morris, please. 
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Mr. Morris. But your question gets so long that by the time you 
finish I do not know what you have said. 

You said “foundation.” 

Senator McCarruy. Will you be quiet for a minute? 

Mr. Morris. I will be quiet for good. 

Senator McCarrny. After I get through asking you the question, 
if you do not understand it, we will take it apart, piece by piece. 

Now, Mr. Chairman, the thing that I think we should have, and I 
am asking the witness ‘whether he is willing to submit it voluntarily, 
and if not I will ask that a subpena be ser ‘ved forthwith 

Mr. Morris. You can add anything the 

Senator Hory. Just a minute. The Senator is asking you whether 
or not you will be willing to furnish to the committee your records of 
the transactions of your corporation, which is this China International 
Foundation. 

Mr. Morris. Senator, of course. You can have anything you want, 
freely and willingly; so it is all over; so that we don’t have to ask 
the question. 

Senator McCarruy. Mr. Chairman, what I want is not only the 
bookkeeping of the so-called charitable organization, but to get a 
complete picture we must have the bookkeeping of all of the corpora- 
tions controlled by the charitable organization. Now, I understand 
from the witness that there were very few fees of any kind paid by 
this charitable organization directly. I understand from the other 
witnesses that the corporations controlled by the charitable organi- 
zation have paid very substantial fees of varied natures. 

So what I think we should have is a complete bookkeeping not only 
of the so-called charitable organization but of all the corporations con- 

trolled by that organization. 

My question is: Are you willing to submit those voluntarily, Mr. 
Morris? 

Mr. Morris. My answer is the same as to Senator Hoey; only his 
question took less time than yours. It is “yes.” 

Senator McCarruy. Good. When can we expect that ? 

Mr. Morris. If you ask Mr. Wasson, in the back of the room, maybe 
he can get them by return mail. 

Senator McCartuy. May I ask that question of Mr. Wasson? I 
would like to see those books. 

Mr. Morrts. Is Mr. Wasson here ? 

Senator Hory. Mr. Wasson. 

Mr. Wasson. I am here, but I don’t think you want the books 
themselves. Is what you would like to see, the annual audited 
statements? 

Senator McCarruy. Let us put it this way. Can you have the 
information in such shape as to satisfy the staff so that they can go 
over it? é 

Mr. Wasson. I will be glad to discuss it with the staff, and they can 
have anything they want. 

Senator McCartuy. That answers the question. 

Now, Mr. Morris, just two brief questions. 

The ship being libel led at the present time is owned by which organi- 
zation? United Tanker? 
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Mr. Morris. What ship? Oh, the Meacham Corp. own the ship 
Mi acham. 

Senator McCarrny. Is that under the control in any way of the 
so-called charitable organization ‘ 

Mr. Morris. Yes, the stock is wholly owned, just like United, by the 
foundation. 

Senator McCarruy. Mr. Nixon was referring to a certain tax situ- 
ation involving two corporations, a situation which might result in an 
assessment of taxes. I believe he said some $350,000. Are both of those 
corporations controlled by the so-called charitable organization ¢ 

Mr. Morris. Both united and Meacham are wholly owned—the stock 
of those corporations is Wholly owned—by the foundation. 

Senator McCarruy. And those are the two corporations to which 
Mr. Nixon referred when he was talking about tax difficulty 

Mr. Morrts. I don’t know what he was talking about. 

Senator Nrxon. Those are among them; yes. 

Senator McCarruy. Now, may I ask the counsel: Am I correct 
in this Counsel, that there is presently legislation to the effect that 
anyone who is directly concerned with action, criminal or civil, having 
to do with the Federal Government, cannot qualify to take a F ederal 
post? Or does that extend to the president of a corporation, or merely 
an individual ¢ 

Mr. Morris. It does not extend to the president of a corporation. I 
believe the statutes you are talking about, Senator, are sections 281 
and 283 of the Criminal Code, which prohibit Government employees 
from engaging in or accepting fees in connection with controversies 
involving the Federal Government. 

Senator McCarruy. In other words, in view of the fact that Mr. 
Morris is only the president of the corporation, this would not apply 
to him / 

Mr. Morris. No, sir. 

Senator McCarruy. Thank you. 

Senator Nixon. I understood, Mr. Morris, you had indicated on 
that point yesterday that you at the present time are not participat- 
ing in any fees of your firm received in the handling of this libel 
act tion: is that not correct / 

Mr. Morris. Senator Nixon, | have entered into an agreement with 
my partners, mindful of this so-called inconsistency statute or conflict 
of interest statute, that not only am I giving up my right to partici- 
pate in law fees, in fees to my law firm, in which the United States 
isa party, but all fees of any nature, during the period in which I am 
in this temporary, I hope very temporary, public office. 

Senator Nixon. I understood that was the case, but since it had 
come up in that context, 1 wanted to get it cleat 

Mr. Morris. I appreciate your doing so, sir. 

Senator Nixon. One of the other points I wanted to make I think 
also should be made for purposes of seeing that the record is clear. 

I do not think you intended to leave the impression, did you, that 
in sending out the questionnaire to Government employees, in which 
you are asking them to submit their outside income, you would not 
expect a Government employee who happened to be an attorney to 
submit his legal fees’ There was no intention to exclude legal fees? 

Mr. Morris. Oh, no. He has got to state them. 
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Senator Nixon. The reason I asked that question: IT mean, would 
not that same understanding apply to attorneys / 

Mr. Morris. No; I—— 

Senator Nixon. If I may put the question, as I understood your 
testimony as of yesterday, you said, “Well, everybody knows an attor- 
ney gets fees.” For that re: ison, you felt it was not necessary to point 
out that you had received fees in this matter. Understand, I am not 
quibbling with you, but I just wanted to be sure as far as this ques- 
tionnaire was concerned, at least as far as Government employees are 
concerned, that you considered legal fees as income that should be 
reported on your questionnaire. Is that not right ¢ 

Mr. Morris. Yes, sir. No matter whether the United States is a 
party or not. Because obviously 1 am assuming that they would 
know about that statute, and they would know that they could not 
violate it. 

sut [am interested in another pattern entirely. 

Senator Nixon. There is no question in your mind, in other words, 
that legal fees are in ome not only as far as a lawyer is concerned, but 
as far as the members of the public are concerned / 

Mr. Morris. Oh, as income? Oh, of course. 

Senator Nixon. Now, the other point that I wanted to make relates 
to the matter which you touched upon at the outset of the hearing 
briefly, and which was also the subject of considerable discussion 
in the oe I am referring particularly to the question which was 
raised by you in regard to the committee's intentions in going into 
this case, particularly as the investigation affects you. For example, 
I have a clipping before me from one of the morning papers this 
morning: “Morris blames quiz on role in clean-up. 

And of course, the balance of the story, which you may have read, 
indicates that Mr. Morris indicated that as far as this investigation 
was concerned, he was brought into it only because he happened to be 
in a political position at the present time. 

I do not feel that that implication should be left in the record. 

Now, as I understood you yesterday, you retracted that, did you 
not / 

Mr. Morris. Oh, I apologized to Senator Hoey. I am sorry I left 
that impression. I think perhaps if my name was John Jones there 
wouldn’t be quite so much hoopla. 

Senator Nixon. The reason I asked you that is that after the hear- 
ing you are quoted in this same article as saying that your wife had 
told’ you to remember that you were just on the assembly line and to 
remember that 2 weeks from now they will have another victim. 

Mr. Morris. Yes. 

Senator Nixon. You were referring to the committee ? 

Mr. Morris. Well, there has been a long procession of people, not 
just this committee. 

Senator Nixon. What I am getting at is this: Do you consider 
yourself to be a victim before this committee? Do you consider other 
people that we call before us in our investigations to be victims? 

Will you call the people that vou investigate your victims? 

Now, I want that implication either retracted at this time, or I 

vant an explanation for the record. 

Mr. Morris. Oh, I will explain it. 
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Senator Nrxon. You will not retract, in other words? 

Mr. Morris. I am not going to have an investigation like this. 

Senator Nixon. You won’t have an investigation ¢ 

Mr. Morris. It won’t be anything like this. All those answers to 
questionnaires will be scrupulously kept secret, unless there are facts 
which warrant sending them to a grand jury. I will not announce my 
opinion of characters as you have of mine for months. 

Senator Nixon, you have been mild this morning, but over a period 
of months I have resented the aspersions you have cast upon my 
integrity, and I am glad to have a chance to tell you to your face. 
You are a young man. Maybe in 15 or 20 years you will be more like 
Senator Hoey. 

Senator Nixon. Let me ask you this: Do you consider the proceed- 
ings of this committee as they relate to you as putting you in the 
position of being a victim? That is the point that I am making. 

Mr. Morrts. I think long before this committee—and I am going 
to say something after this to the press about this. And I am not 
going to refer to you, or Senator McCarthy, or Senator Mundt per- 
sonally. But down here in Washington in the last 3 years, you have 
created an atmosphere so vile that the people of this country have 
lost confidence in their Government. And their Government is not 
what you tell the people it is. It is a good, decent Government. Be- 
cause a few people have been guilty of misconduct or they may have 
differed with you in foreign policy—the others are good, decent 
Americans. 

Senator Nixon. You feel that this committee should not conduct 
this investigation? Isthat right? 

Mr. Morris. I think this committee could have found out all they 
wanted from me—or put it this way. If Mr. Flanagan or Senator 
Hoey alone with me had gone into this, they could have elicited all 
the facts that you have in a half an hour flat. The president of the 
company and Mr. Wasson—you wouldn’t have had to spend an hour 
with them. 

And it isn’t the Senator’s fault. It isn’t the chairman’s fault. He 
has been patient, and I am afraid he has had to be patient with me. 

Senator Hoey, I want to tell you that I don’t think that any man 
with red blood in his veins could sit here and take the kind of insinu- 
ations and innuendoes that are left by these diseased mind in this 
chamber. 

Senator Nrxon. Just to get the record straight, I think that it should 
be pointed out that the reason that Mr. Morris was called was that, 
as the committee counsel and the chairman indicated vesterday, the 
record indicated in instance after instance that he had handled nego- 
tiations on this matter which others have not handled. And briefly 
let me point out the places where Mr. Morris came into the case, and 
why it was necessary for the committee to call him. 

You will recall that you, yourself, testified that you came to Wash 
ington to talk to Admiral Smith prior to the filing of the application 
in December. On December the 11, it was you, not Mr. Wasson but 
you, who wrote the covering letter with the two applications, the 
application of China Trading and the application of United. 

You indicated also that you had talked by telephone to Mr. Perry. 
to whom your letter was addressed, prior to that time. You sent the 
wire to Mr. Goertner to obtain the key decision on citizenship. It 
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was you who came to Mr. Syran after Mr. Wasson had failed to ob- 
tain the ECA’s approval for further business for your company. It 
was you who came to Washington to attempt to negotiate, by the 
filing of the necessary papers, the mitigation of the fine which was 
levied by the FCC. 

And finally, you, of course, were the president of the Foundation 
which, according to your own admission, controlled and was responsi- 
ble for the activities of the United Tanker Corp. 

I think in the light of that record, apart from any personal feelings 
that any of us may have on this case, this committee would not have 
been doing its duty had it not called you as a witness. 

That is all. 

Senator McCarrny. Mr. Chairman? 

Mr. Morris, you have just been apointed to a new job, and that job 
is to investigate and report upon corruption in Government. Right ¢ 

Mr. Morris. Yes, sir. 

Senator McCarriry. Now, you have just told us that this is a good, 
clean, decent Government. Right? 

Mr. Morrts. I said by and large. 

Senator McCarrny. Was that the result of the investigation which 
you have made? Or are you prejudging the case now / 

Mr. Morris. I am not prejudging anything. I am not talking about 
corruption. I am talking about what you people have done to Dean 
Acheson and Anna Rosenbe rg and Lilienthal, and a lot of other people. 
IT am not talking about misconduct. I am talking about something 
else, that is your business, that is character destruction. 

Senator McCarruy. All right. When you say it is a good, de- 

cent Government, what do you mean? Do you mean there is no 
corruption, no dishonesty? Or do you mean that these individuals 
who have been exposed as having indulged in communistic activities 
and disastrous planning of foreign policy are good, decent people? 
I want to know whether you have prejudged the case, and whether 
there is any need of spending any further money. 

Mr. Morris. I am glad you brought that up, because I am not re- 
ferrmg to any estimate I have made or will make of misconduct. 
IT am referring to the fact that there are a lot of decent people down 
here like Averell Harriman and Acheson and a lot of others who have 
been brought down here by the President of the United States and 
have accepted a job at gieat sacrifice, and you are making it so dis- 
agreeable that there are a lot of other people who do not want to 
come down here to work because they are afraid of going on your 
assembly line. Life isn’t worth that? 

Senator McCarruy. In other words, when you say it is a good, 
decent Governient, you were not referring to graft and cor ruption ? 

Mr. Morrts. No, sir. 

Senator McCarrny. You have no reference to that at all? 

Mr. Morris. No, sir. 

Senator McCarruy. I am glad to hear the gentleman is not pre- 
judging the case. 

Mr. Chairman, it is not part of this investigation, or I would take 
the time to go into the other things mentioned by this witness, but 
1 do not think we are here for that. But, Mr. Chairman, I have a 
vast amount of material which I discussed to some extent with the 
Chair. I agree with the chairman that there is a serious question 
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of whether or not this is directly interlocked with the ship dealing 
and manipulation. I hesitate starting to question the witness on it 
until we have a decision by the entire committee as to whether this is 
properly part of this investigation, so I would like to ask the Chair 
to go into executive session “immedi: itely after lunch and have the 
witness held in readiness and have the committee decide whether or 
not the material which I have discussed with the Chair should be 
gone into by this committee at this time or not. 

Senator Hory. I think your suggestion is appropriate, Senator, but 
I do not know whether we will be able to hold an executive session 
today. But I assure you we will hold an executive session at an 
arly date. 

Senator McCarruy. May I ask the chairman to instruct the wit- 
ness that he is still under subpena ? 

Mr. Morris. I am not under subpena. I will respond any time 
you want. 

There is one little human thing. March 15 is coming, and I had 
been planning to leave on Thursday, because my wife and I have 
to prepare our joint income tax returns. 

Senator Hory. That will be all right. 

We will not interfere with that. 

Counsel will confer with you if we should need you at another 
session. 

Mr. Morris. Mr. Flanagan knows how to reach me, and IT will be 
available any time you like. 

Senator McCarrnuy. May I ask one question ? 

Do I understand that you feel that Senator Mundt, Senator Nixon, 
and Senator McCarthy have been unfair to you in this investigation ? 

Mr. Morris. I think that isan understatement. 

Senator Hory. I offer for the record the application for relief from 
forfeitures filed with the Secretary of the Federal Communications 
Commission, and it will be exhibit No. 53. 

(The document referred to was marked “Exhibit No. 53,” and will 
be found in the appendix on p. 727.) . 

Senator Hory. The committee will now take a recess until to- 
morrow at 10 o’clock. 

(Whereupon, at 12:55 p.m., Wednesday, March 12, 1952, the hearing 
was recessed until Thursday, March 13, 1952 at 10 a.m.) 
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THURSDAY. MARCH 13, 1952 


Unirep States SEN ATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS. 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
251, Eighty-second Congress, second session, agreed to January 24, 
1952, in room 357 of the Senate Office Building, Senator Clyde R. 
Hoey (chairman of the subcommittee) presiding. 

Present : Senators Hoey, Underwood, McCarthy, Mundt, and Nixon. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Jerome S. Adlerman, assistant coun- 
sel; William A. Leece, assistant counsel: Louis Sornson, accountant ; 
and Ruth Young, chief clerk. 

Senator Hory. The committee will please come to order. 

Mr. Francis Goertner will please come to the stand. 

Mr. Goertner, will you hold up your right hand? Do you solemnly 
swear that the testimony that you give in this hearing shall be the 
truth, the whole truth, and nothing but the truth, so help you God 

Mr. GorertNner. I do. 

Senator Hory. Mr. Goertner, give your name and address to the 
reporter. 


TESTIMONY OF FRANCIS B. GOERTNER, ATTORNEY, 
WASHINGTON, D. C. 


Mr. GorertNER. My name is Francis B. Goertner. I have an office 
address at 8138 Washington Building, Washington, D. C. 

Senator Hory. What is your business at present ¢ 

Mr. Gorrtner. I am an attorney in private practice. 

Senator Hory. All right. Were you connected with the Maritime 
Commission at any time ¢ 

Mr. Gorrrner. I was, sir. 

Senator Hory. At what time? 

Mr. Gorrtner. I came to the Maritime Commission in 1937. I was 
there until June of 1950. 

Senator Hoey. What was your capacity there ? 

Mr. GorertNer. I had various capacities. From 1937 until 1940, 
I was an attorney in the Legal Division. From 1940 until 1941, I was 
assistant to Commissioner Truitt. 

In 1941, I became an assistant general counsel of the Commission. 
I remained in that capacity, in addition to having certain duties with 
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War ets Administration and the Maritime War Emergency 
Board, which I don’t think we need to go into, sir, until May 1948, 
at which time I became general counsel to the Maritime Commission 
and remained as such until June 1950, when I resigned. 

Senator Hory. Then, from 1941 on until 1950, you either were 
assistant counsel or chief counsel ? 

Mr. Gorrtner. Yes, sir. 

Senator Hory. Mr. Flanagan, you may proceed with the exam 
ination. 

Mr. Fianacan. Mr. Goertner, you may recall from the testimony 
that has gone on before in this case that both the Casey group and 
the United Tanker group t testified that based on a memorandum 
which you wrote on February 3, 1948, they felt that that memorandum 
established the American citizenship of the United Tanker Corp., 
which eventually obtained three of the Casey tankers. Now, we 
want to question you concerning the facts lendine up to the prepara- 
tion of this memorandum, and the preparation of the memorandum, 
which was signed by yourself. 

Do you rec: -all, in Janu: ry or in February 1948, that representatives 
of the Morris-Wasson law firm came to see you in connection with 
United Tanker ? 

Mr. Gorrtner. They did not come to see me; but I do recall about 
three telephone calls from New York on that subject. 

Mr. FuanaGan. Can you tell us, in substance; to whom you talked 
and what they wanted or what facts they presented to you at that 
time ? 

Mr. Gorrtner. The first call was—and the reason I have a reason- 
ably good memory on this matter is that I consulted entries of the 
calls that were made to me, kept by my secretary, and therefore could 
identify the dates, and from that I could gain a recollection as to the 
substance of the calls. 

On the first call, which I believe was around January 6, of 1948, 
Mr. Newbold Morris called me wp, and he asked me what my opinion 
was on a situation where there was a substantial disparity between 
the amount of money which was proposed to be invested by aliens and 
the amount of money which was proposed to be invested by citizens; 
assuming that all the control of the corporations was in the citizens. 
I don’t remember much detail; I think my best recollection is that 
he said-the president and all the directors would be citizens and the 
stock held by the citizens would control the corporation. 

I undertook to give that some thought, and I don’t believe T heard 
anything further, until about January 30. When I say T don’t believe 
that I heard anything further, I base that, of course, on the fact that 
I have no record of a tele phone ¢ ‘all, and I know as a matter of know! 
edge that none of them came to see me personally in my office or 
elsewhere. 

On January 30, Mr. Wasson called up. TI told Mr. Wasson T was 
having difficulty in giving an opinion. becsuse T had no facts: that 
I felt that I should have a statement of fact before me. He said, 
“All the facts are in the United Tanker application.” That was an 
apvlication, I believe. that had not been acted upon by the Commission. 

I may go back and say that in the first telephone conference with 
Mr. Morris I asked him whether the Government was in any way 
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involved, and he said no, it was a private transaction, and that he had 
the diary, or a bank or financial institution was involved. 

Mr. Fuanacan. To date, did either Mr. Morris or Mr. Wasson in- 
dicate to you that they were going to obtain surplus war-built tankers 
which had been allocated to the Casey group ! 

Mr. Gorrrner. The name of the seller was not disclosed to me. As 
far as I knew, once a tanker had actually been sold by the Govern- 
ment, the owners of that tanker was entirely free to sell it to another 
citizen. I want to make this quite clear. Because if the vessel was 
not yet sold by the Government, that was a very different situation. 
But once a vessel was sold, the act placed no restriction on its resale. 

So I made no particular inquiry as to who the buyer was. The 
assurance was the Government was not involved. 

Mr. Fianacan. In any event, the only facts which were presented to 
you by the Morris law firm or their representatives was the applica- 
tion which United Tanker had filed with the Commission in December. 

Mr. Gorrtner. Plus the statement that the Government was not 
involved in the transaction, and plus, when we come a little later, Mr. 
Flanagan—let me continue the story. 

One other thing seemed to have been disclosed. On February 2, 
Mr. Newbold Morris called me up and said he was very anxious about 
the opinion, that the matter was about to close, or something of that 
sort. 

Then I said, “Well, now, Mr. Morris, I have had no request in 
writing for this. I think before I release any opinion, I ought to get 
a telegram from you.” 

He did send such a telegram, and I believe that that telegram 
stated—I can’t quote its exact words—that a charter and a sale of a 
ship was involved. 

Senator Nrxon. At that point, Mr. Goertner, when that call came 
from Mr. Morris on February 2, did he tell you at that time that his 
client, United Tanker Corp., h: id already completely consummated an 
agreement to purchase the stock of National Tanker and obtained 
their allocations of tankers? 

Mr. Gorrrner. I knew nothing of the relations with the seller. I 
didn’t even know the name of the seller. No, nothing of that sort 
was told me. 

Senator Nixon. Do you think that information was pertinent ? 

Mr. Gorrtner. Senator, I think that if I had known that this in- 
volved a vessel then being sold by the Commission, it would have led 
not necessarily to a different opinion but to a refusal on my part im 
the light of that knowledge to give any opinion at all except to the 
Commission. 

Senator Nixon. In other words, had Mr. Morris disclosed to you 
on February 2 that his client had an agreement, a binding agree- 
ment, to get control of the corporation which had the allocations of 
the tankers, you would not have issued the opinion: not that your 
opinion would have been different, but you would not have felt that 
you had the authority to issue the opinion. 

Mr. Gorrtner. It would be hardly a matter of authori ity. It would 
be a matter of propriety. I would feel that if the Commission was 
getting involved in this thing through a sale of a vessel not yet con- 
summated, then I would not issue or give any opinion to an outside 
party on that subject. 


562 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Senator Nixon. In other words, you would have felt, had he dis- 
closed this to you, that this matter should have been submitted to the 
Commission for its approval. Is that the case? 

Mr. Gorrtner. I think, sir, I would have been under a duty to dis- 
cuss it with the Commission before I gave any opinion on the subject. 

Senator Nixon. Because, in effect, the transaction would virtually 
be a direct sale to Mr. Morris’ client, in the event that such approval 
was granted. Is that not the case? 

Mr, Gorrrner. Senator, I don’t know that I would quite put it on 
that ground. I would say that certainly the people, now that we 
know it was American Overseas and National Tankers, if they had 
made certain representations as to who their stockholders and di- 
rectors were, an agreement whereby other people got the stock would 
have been a variation from the application and certainly should have 
been brought to the attention of the Commission. 

Senator Nrxon. It would have been a variation of the application, 
which should have been brought to the Commission. 

Mr. Gorrrner. Well, the application usually required who the di- 
rectors, officers, and stockholders were, in any transaction, and I think 
if those facts changed, the Commission would have to know about it. 

Senator Nrxon. And that was not done? 

Mr. Gorrrner. Not to my knowledge. I mean, I knew practically 
nothing about the Overseas transaction at all. 

Mr. Fuanacan. Then, Mr. Goertner, if the facts established in this 
hearing were known to you at that time, if a full disclosure had been 
made to you by Mr. Morris or Mr. Wasson or anybody else, then you 
now say you would have taken this matter up. with the Commission 
itself, rather than to submit this informal opinion which you did? 

Mr. Gorrtner. Yes. May I expand the answer a little bit, sir? 

Section 2 of the Shipping Act, which is the definition of citizenship, 
has various purposes. One of its most important purposes was its 
original purpose; that is, to regulate transactions between private 
parties. It was passed in 1916; section 9 of what we might call the 
peacetime restriction on transfer of vessels or charters of vessels and 
mortgages of vessels. Section 37 is the wartime provisions, which are 
more expanded and more stringent. 

In 1948, only the peacetime restr ictions were in effect. 

That being so, most of the transactions that would involve section 
2 would be between private parties, and under those circumstances an 
informal opinion by somebody charged with the administration of 
a regulatory statute does not seem to me to be out of line or necessarily 
a matter for reference to the Commission. On the other hand, if the 
Commission is involved, because section 2 is also the test of citizen- 
ship for the purpose of citizen applications for surplus ships sold by 
the Government under the Merchant Ship Sales Act, 1946, then 
would have felt that the Commission had a direct interest. Also, if 
would have had a direct interest if the Commission had held a mort- 
gage on a ship previously sold, and it was intended that that be trans- 
ferred to a new buyer, which, of course, could only be done with the 
approval of the Commission. 

That was why in the first telephone conversation with Mr. New- 
bold Morris I made the direct inquiry. “Is the Commission in any way 
involved?” 
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Senator Nixon. You said you made the direct inquiry. 


or Mr. Gorrrner. I made the inquiry if the Commission was in any 

= way concerned in this matter, in my talk of January 6. 

. Senator Nrxon. And he said what ? 

lf Mr. Gorrtner. The answer was “No.” 

st. Senator Nixon. Now, as a matter of fact, is it not true that the 

ly United Tanker Corp., through owning all of the stock in National 

al ‘Tanker, acquired these ships directly from the Commission? I mean, 

= = getting away from all the legal rigmarole that has been set up 
vere, actually where did these ships go to ? 

7 Mr. Gorrrner. I am speaking now from acquired knowledge sir. 

- They went to National Tanker. They went to National Tanker which, 


id on the record at that time, was the American Tanker group. I said 
wt that if a different group of stockholders had it, it was material. I 


he don’t like to put it quite in your words, Senator, that United Tanker 
we acquired the ships, because legally that isn’t quite so. 

— Senator Nixon. As a matter of fact, a different group of stockhold- 
‘ij ers did own National Tanker at that time, did they not 


k Mr. Gorrtner. Well, I will have to assume, sir, that that is what the 
” record shows, because I haven't read the transcript. I mean, I didn’t 
know it, and even now I will have to assume it. 

lv | Senator Nixon. But they had an irrevocable option to purchase all 
J the stock of National Tanker at that time / 

Mr. Gorrrner. I didn’t know that. 

Senator Nixon. You did not know it. Had you known it, then, you 
think it would have been very material, do you not ¢ 
‘ies Mr. Gorertner. I think it would have been material to the Commis- 

sion in selling the ships to United Tanker, assuming the sale had not 

yet been made. I do not know the timing on this, sir. 

Mr. Fuanacan. Therefore, Mr. Goertner, if you had know the facts 


“= as they actually existed in January and February of 1948, you would 
ts j not have given the opinion, your opinion, of February 3, upon which 
_ 3 the Casey ‘group and the U nited group have relied so greatly to legalize 
ame : their transaction / 


ind 7 Mr. Gorrrner. I would not have given any opinion to them, even 
- though I felt if 1 was asked by the Commission I might have had to 


ut aed i 





give the committee the same opinion as a matter of law. 

: 4 Mr. Fuanacan. Mr. Chairman, I ask that this memorandum of 
on . Mr. Goertner’s, dated February 3, 1948, be made a part of the record. 
ae : Mr. Gorrrner. It is a letter, isn’t it, sir? 
te a Mr. Fianacan. A letter. 
- y Senator Hory. It will be exhibit No. 54. 

. (The letter referred to was marked “Exhibit 54° and will be found 
a 4 in the appendix on p. 729.) 
L by B Mr. Fuanacan. I have no further questions. 
n I 4 Senator Nixon. Could I just ask a question, since you are probably 
D, It 4 the only legal expert we will have here today / 
aoe 3 Mr. Gorrtner. I don’t know. I hope my reputation as a legal ex 
_— ‘ pert still is maintained. 
the 4 Senator Nixon. Let me ask you at this point : 1am now asking about 

; ‘ citizenship. 
sh ig You are aware of the fact that the Meacham Corp. was set up to 


acquire the tanker Meacham? Are you aware of that fact? 
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Mr. Gorrrner. No, I wasn’t. I don’t know when the Meacham 
transaction took place. I don’t know whether the circumstances were 
similar or dissimilar to the facts that were before me in January 1948. 
I hesitate, therefore, to say too much about it unless I know much 
more about the facts. 

Senator Nixon. All right. Let me give you the hypothetical case 
involving the Meacham Corp. Because the very same problem of citi- 
zenship is involved in that case as is involved in the United Tanker 
case. 

In the case of the Meacham Corp., it was provided that the Meacham 
Corp., which at least was contended to be a citizen corporation, would 
not sell the vessel or engage in other business, any other business, than 
that of owning and chartering the tanker, without the written con- 
sent of the China Petroleum Corp. Now, that is a foreign corpora- 
tion. 

In addition, the China Petroleum Corp. was to be advised concern- 
ing each voyage made by the Meacham. 

In addition to that fact, Chinese interests were the source of all the 

capital of the Meacham Corp. The control exercised by the Chinese 

interests was evidenced by the fact that withdrawals from a bank 
account maintained by the Meacham Corp. at the Chemical Bank & 
Trust Co. could be made only after authorization by an official of the 
China Petroleum Corp. Access to a safety deposit box maintained by 
the corporation is available only when accompanied by one of three 
officials of the China Petroleum ‘Corp. 

Now, if such facts were brought to your attention, would you issue 
an opinion that that was a cor poration which had citizen control ? 

Mr. Gorrtner. Senator, I think I should reply at length to that. 
And in addition to any question of stock interest or voting interest, 
there is this provision in section 2 of the 1916 Act, which is to this 
effect. May I just refer to this? 

Senator Nrxon. Yes. 

Mr. Gorrrner. After they talk about the stock control and voting 
control and domestic organization and president and managers : If 
through any contract or understanding it is so arranged that. the 
majority of the voting power may be exercised directly or indirectly 
in behalf of any person or estate, or if by any means whatsoever con- 
trol of the corporation is conferred upon or permitted to be exercised 
by any person who is not a citizen of the United States. 

Some, if not all, of the facts that you recite. 

Senator Munpr. Will you read that again, please? 

Mr. Gorrtner. I want to read the last part particularly, Senator. 

* * * or if by any means whatsoever control of the corporation is conferred 
upon or permitted to be exercised by any person who is not a citizen of the 
United States. 

Senator Hory. What date was that ? 

Mr. Gorrtner. This is the Shipping Act, 1916. It is in the original 
act, Senator. 

Senator Hory. It is in the original act ? 

Mr. Gorrtner. Yes; and I don’t think it has ever been changed. 

Senator Hory. It is not an amendment ? 

Mr. Gorrtner. I believe that language there is in the original act. 
T used to have one that had footnotes with it, but I think I know 
enough on the subject to say it was in the original act. 
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Senator Munpt. It was there in the matter of the instant case, then. 

Mr. Firanacan. Mr. Goertner, wasn’t that language amended in 
1918? 

Mr. Gorrtner. I don’t recall an amendment. I recall amendments 
to section 9, with regard to the operation of the statute, as to the type 
of transactions covered. I don’t recall an amendment of the definition 
in section 2, offhand. 

Mr. Lerce. Isn’t that the very last paragraph of the section 2 defini- 
tion, Mr. Goertner. which you just read ? 

Mr. Gorrtner. Yes. 

Mr. Leece. I think that you will find that that was an amendment 
in 1918, 

Mr. Gorerrner. You may be quite right, Mr. Counsel. As you say, 
you have checked into this recently. 

Senator Hory. At any rate, that was in effect at this time? 

Mr. GorrtNner. Yes. 

Shall I continue? 

Some of those facts, Senator, that you have given, if not their 
totality, would indicate a control by some means or other. I don’t 
want to pass upon it as a lawyer with finality, but I would say that 
it would certainly justify a contention that there was control. 

Senator Hory. As a matter of fact, that is being adjudicated in the 
courts right now, is it not ? 

Mr. Gorerrner. I know that there is such a libel. I don’t know all 
of the facts that the Government has asserted. In fact, I have made 
no inquiries on the matter, and I presume that until the Senator told 
me about some of those additional facts, I didn’t know about them. 
I simply know that the Meacham wasn't the case that I passed on. 

Senator Nrxon. Mr. Goertner, you do not feel, then, that there was 
a full disclosure of all the pertinent facts in this case? Do you? 

Mr. Goertner. Senator, I think that if the facts were as you have 
recited them, these tankers that they proposed to get were not yet 
acquired. 

I think the statement that the Government was not interested is not 
a full disclosure. I mean, I think it had much more bearing on that 
issue than anything else, Senator. 

Senator Nixon. Would you say that Mr. Morris’ statement that the 
Government was not interested was not a full disclosure, if those were 
the full facts? 

Mr. Gorrtner. Yes; if the vessels had not vet been acquired by 
Casey. 

Senator Nixon. That was the case. 

Mr. Gorrtner. Well, that I don’t know. 

Senator Hory. That is all, Mr. Goertner. We thank you. 

Mr. Gorrrner. Thank you. 

Senator Horry. Admiral Smith? 

Will you hold up your right hand, please ? 

Do you solemnly swear ‘that the evidence which you shall give in 
this hearing shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Admiral Sir. I do. 
Senator Hory. Have a seat, sir. 
Admiral, give your name and address to the reporter. 
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TESTIMONY OF WILLIAM WARD SMITH, VICE ADMIRAL, UNITED 
STATES NAVY, RETIRED, WASHINGTON, D. C. 


Admiral Smiru. William Ward Smith, vice admiral, United States 
Navy, retired, 3410 Newark Street, Washington, D. C. 

Senator Hory. For what period of time, “Admiral, were you Chair- 
man of the Maritime Commission ? 

Admiral Smirn. From June 3, 1946, to April 15, 1949. 

Senator Hory. Admiral, do you have a statement, a prepared state- 
ment. 

Admiral Smirn. Yes, sir; a brief statement. 

Senator Hory. If you would like to, then, you may read that state- 
ment without any interruption, and then we will question you. 

Admiral Smrru. From June 3, 1946, to April 15, 1949, I was Chair- 
man of the United States Maritime Commission. I welcome the op- 
portunity to appear before this committee in view of Joseph Casey’s 
testimony indicating erroneously that as Chairman of the Commis- 
sion I worked closely with him in the purchase, from the Commission 
by his group, of tankers for speculation and alleged tax avoidance. 

In his testimony concerning the award by the Commission to Ameri- 
can Overseas Tanker Corp. for registry under the American flag of 
three tankers, with subsequent amendment of contract to permit title 
of the tankers, to be taken in the name of National Tankers Corp., 
Joseph Casey indicated that I, as Chairman, knew that there was an 
intention on the part of American Overseas Tankers eventually to 
sell these vessels to another corporation at a profit. This is untrue. 

Casey makes no definite statement other than that he “thinks” and 
“believes” but he implies that I sponsored his scheme and took a 
leading role in processing to a conclusion the application of his group 
to so amend the contract as to permit National Tankers to enter the 
picture and to make a deal later with United Tankers. This is 
entirely untrue. 

Casey actually talked to me only once, and that was months before 
the inception or incorporation of either National Tankers or United 
Tankers. He was brought to my office by Commissioner Raymond 
McKeough, who introduced him as “My close friend, Joe Casey, with 
whom I served in Congress.” The visit was brief. To the best of 
my knowledge he discussed the original application by AOTC for the 
purchase of 20 tankers for Panama registry and flag. This was at 
a time when tankers were plentiful, and practically anyone could buy 
a tanker who had the price, which was fixed by statute. 

In mid-September the Commission allocated to AOTC 5 of the 20 
tankers applied for. Later, as the demand for tankers increased and 
the Commission was deluged with applications, AOTC submitted 
an amended application to purchase eight tankers for American regis 
try. Few members of the Casey group spoke to me about this trans 
action. In early December I lunched with Edward Stettinius and 
Admiral Halsey. They expressed themselves as definitely interested 
in the purchase of tankers. with the expectation and hope of a success 
ful commercial operation under the American flag. No mention was 
made of a speculative motive or of a plan to sell their ships or hold 
ings to another corporation. National and United Tankers had not 
at that time been formed. 








TED 


tates 


nair- 


t ate- 


‘tate- 


hair- 
e op- 
sey’s 
nmis- 
ission 
lance. 
meri- 
ag of 
t title 
Sorp., 
‘as an 
lly to 
ntrue. 
> and 
ook a 
group 
er the 
his is 


before 
Jnited 
ymond 
r, with 
yest of 
for the 
was at 


ld buy 


the 20 
ed and 
mitted 
L regis 
. trans- 
us and 
erested 
success 
on Was 
r hold 
1ad not 





SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 567 


Later, in mid-December, the Commission allocated its remaining 
tankers to citizen applicants only and for American registry only. I 
presided and voted at this meeting. Of the eight tankers requested 
by AOTC, that company was allocated three. 

Some weeks after this allocation, Julius Holmes, another member 
of the Casey group, came to my office for his first and only meeting 
with me. He stated that AOTC, because of capital expansion restric- 
tions placed upon them by their bankers, found it necessary to form 
a new company to be known as National Tankers, with the same ofli- 
cers and directors and same control as existed in AOTC. He stated 
an application was being made to amend the AOTC contract so that 
title to the three ships could be taken in the name of the new com- 
pany. He handed me no papers but stated the amended application 
would show a long-term contract for charter by another American 
company, United Tankers, Inc. He placed no emphasis on an optional 
purchase clause to be inserted in the charter contract, spoke highly 
of Mr. Stettinius and his interest, and left me with the impression 
that his group intended to remain indefinitely in the tanker operat- 
ing field. 

Casey testified to his belief that as a result of the visit of Holmes, 
I, as chairman, telephoned 3 members of the Commission asking that 
they approve his amendment. This stated assumption on the part of 
Casey is highly irregular and absolutely unwarranted. The Com- 
mission met within less than an hour after my talk with Holmes. I 
was present throughout most of the session. To the best of my knowl- 
edge the amendment in favor of the Casey group was not on the docket. 
It must have been introduced after I left the meeting, for I remember 
no discussion of it. I was not present when the Commission voted to 
approve the item permitting title to be taken by National Tankers. 

Except for the brief expressions of interest by the people I have re- 
ferred to, the only information before me at any time in consideratior 
of the Casey transaction was that compiled by the staff in accordance 
with established procedure and contained in the C ommission files. Ih 
a letter to the Commission dated as late as February 2, 1948, and in re 
sponse to a letter from our Mr. Helmbold asking eden the Casey 
group had intentions of selling out, Mr. Casey made an unqualified 
affirmative statement of an intention to retain title indefinitely. These 
letters, I believe, have been introduced here. 

Any indication on the part of the Casey group of a speculative pur 
pose, as distinguished from an intention to operate the vessels i 
normal commercial pursuits with title and ownership control in citi- 
zen purchasers, would have disqualified the applicants under the 
law—as I understand the law. 

My purpose in making this statement is not to imply that the Com- 
mission on January 22, ‘1948, with the information it then h: id, made 
a wrong determination in amending the AOTC contract to permit 
title to be taken by National Tankers for three tankers. 

Yesterday morning | was present in this hearing room while New- 
bold Morris was the witness. He referred to having had two meetings 
with me in my office relative to the application of United Tankers 
for an allocation of tankers, an application which was not filed im time. 
I wish to state that Newbold Morris did not at any time disclose infor- 
mation to me concerning United Tankers and its plans not set forth 
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in the application or letter supplied to the Commission by United 
Tankers, or Commission staff memoranda prepared in connection with 
the United Tanker application. 

Mr. Chairman, I would like to make one correction in that state- 
ment. 

Senator Hory. All right, sir. 

Admiral Smrru. I have checked with my former secretary, who kept 
an informal log of all my activities, and she informs me that actually 
Casey saw me twice. But the meetings were so brief that, 4 years 
having passed, I have them confused into one. Actually, there were 
two. 

Senator Hory. Mr. Flanagan, you may examine the admiral. 

Senator Munnr. Before you do that, Mr. Flanagan, I would like to 
get a little bit of the admiral’s background, if I could. 

Before you went into the Maritime Commission, Admiral, were you 
an active admiral out on the high seas, or were you a desk admiral ¢ 
Will you give us some of your background ¢ 

Admiral Smrrn. No; I entered the Naval Academy in 1905. At the 
outbreak of World War II, I was chief of staff to Admiral Kimball, 
commanding the Pacific Fleet. Later. I had the Cruiser Task Force 17 
at Coral Sea and Midway; in 1943, returned to Washington as Director 
of the Naval Transportation Service. 

After Midway, I had served 6 months with a task force of cruisers 
and destroyers in the Aleutian Islands. 

On our return to Washington, I was made Director of Naval Trans- 
portation for a period of 2 years, after which I went to sea as a vice 
admiral in command of the service force, Pacific Fleet; returned in 
December 1945, and was assigned to the General Board of the Navy, 
to which I was attached when I was asked to take this job. 

Senator Munpr. Thank you. That confirms what I thought might 
be the case. I remember reading about the heroic service of Admiral 
Smith back in the days of the Coral Sea and Midway. I am glad 
to know that you are that Admiral Smith. 

Mr. Fianacan. Admiral, this record in our hearing indicates that 
on the 19th of September 1947, the Commission allocated five vessels 
to the Casey group, five tankers, for Panamanian-flag operation. 

As I recall the application of the Casey group, they indicated that 
these tankers were going to be chartered to major oil companies. The 
record further indicates that as a matter of fact the ships were char 
tered to an affiliate company, Greenwich Marine at a small charter rate 
per month, and rechartered at a larger rate to the Standard Oil Co. 
of New Jersey. Did you know or did any member of the Commission 
know, or were you advised, that in fact the Casey group were going 
to charter one of these vessels to their own affiliates and subchartered, 
‘ather than have direct charters with the oil companies? 

Admiral Smiru. No; I don’t know about the other members of the 
Commission, but the information given me was that they had a char 
ter with the Standard Oil Co. of New Jersey. I did not know of the 
intermediate steps until I had read some of the records preparatory 
to this hearing. 

Mr. Firanacan. Had you known that they were in fact going to 
charter and subcharter these vessels as they did to another Pana- 
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manian corporation, would it have made any difference in your de- 
cision to allocate these ships to the Casey group / 

Admiral Sarru. It would have made me look at it very carefully 
and consult with the general counsel and with the Commission, as to 
whether this was entirely in accordance with the law. Perhaps it was. 
I don’t know. 

Mr. FuanaGan. But that fact has never been disclosed to you ¢ 

Admiral Smiru. Never. 

Mr. FLuanaGan. You indicated that you had meetings with Mr. 
Morris in connection with the application of United Tanker. 

I have here a photostatic copy of your secretary’s notebook, which 
indicates that on Monday, December 1—I will read the whole 
thing, and then we will place this in the record. It starts out with 
the word “Here” and then “Chas. Pannil” then followed by “Mr. 
Turner” with the initials “W. H.” after it, and then “Mr. Newbold 
Morris re Chinese Tankers”; then “Mr. Neilson, American Overseas” ; 
then “Congressman Wigglesworth” at 11:30; then “lunch” and 
“home.” 

Do you have any recollection of Mr. Morris’ visit to your office on 
that day? 

Admiral Smirn. Yes. I have a rather vague recollection of it. I 
have checked that with my secretary, who kept this informal log, of 
which at the time I did not know, and she tells me that wherever a 
time is designated in her log it means that an appointment had been 
made prior to the meeting. 

There were three methods of interviewing me. One was by ap- 
pointment with my secretary. One was having somebody come in 
and introduce them; and the other was just walking in. She tells me 
that upon an examination of her log—in the first place, I knew Cap- 
tain Neilson, and there was no connection whatever between him and 
the other two. 

Turner I knew slightly, at the White House, because he was some 
sort of a secretary to Mr. Steelman and had taken notes at some of 
the meetings we had held over there. 

Newbold Morris I had never seen before, and have seen very little 
of him since. In fact, he introduced himself to me here yesterday. 

I have questioned Miss Van Valey, because I do not recall talking 
to Turner. I remember talking to Newbold Morris. And she says 
that they came in to her office together, all wanting to see me. What 
‘Turner was doing there, I don’t ‘know. Hem: Ly have had some busi- 
ness with Mr. Steelman. My first idea was that perhaps he had intro- 
duced Newbold Morris, but I could not say that he did or did not. I 
do not know. I rather think now that he did not, because I don’t 
know why he should have, since Mr. Morris had attor neys who could 
have introduced him. And I will say further that we had many dis- 
cussions in Mr. Steelman’s end of the White House concerning tankers 
especially for foreign sale, and I do not recall over there ever having 
discussed the United Tankers or the C asey group either. 

Mr. Franacan. Then you, at that time, have no independent recol- 
lection of whether Mr. Morris was introduced to you by Mr. Turner 
or not? 

Admiral Smiru. No, sir. 
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Mr. FLanaGan. You do say it was possible it could have happened, 
but you do not recall. 

Admiral Smirn. It is possible, but I don’t recall it; no. I see no 
reason why he should have come down, because I never discussed with 
Turner this matter. Iam sure of that. 

Mr. Fianacan. At this point, Mr. Chairman, I might state that I 
have telephonically contacted Mr. Turner, and we discussed that 
yesterday with Mr. Morris, but we felt at that time it wasn’t the 
appropriate place. I telephonically contacted Dr. Robert C. Turner, 
who is now associated with the University of Indiana. 

He advised me that from late 1946 to September 1948, he was on the 
Staff of Mr. Steelman at the White House, and he said that he had no 
recollection of ever having met Mr. Morris and no recollection of this 
incident. He could not definitely say it was not possible that he was 
there with Mr. Morris, but he says he can’t remember Mr. Morris and 
has no recollection of ever having met him. 

Admiral Smrrx. I would say, Mr. Flanagan, that there is a possi- 
bility of an error, that Miss Van Valey, as T recall, told me only yes- 
terday that it was W. H. Turner. It may have been somebody else. 
You say it is Robert something. I didn’t know his initials. 

Mr. Fianacan. Miss Van Valey, I also might state for the record, 
here, when I discussed this diary entry with her, indicated to me that 
~“W.H.” after Turner meant “White House.” 

Admiral Smrra. Oh. Sorry. I am afraid I am not clicking this 
morning. 

Mr. Franagan. Mr. Chairman, I ask your permission to place this 
photostatic ¢ Opy of the diar V in the record. 

Senator Hory. It will be exhibit No. 55. 

(The diary entry was marked “Exhibit 55” and will be found in 
the appendix on p. 730.) 

Senator Nixon. May I ask a question at this point? 

Did Mr. Turner from the White House ever discuss any tanker 
deals with you? 

Admiral Smiru. To the best of my recollection, no, sir. 

Senator Nixon. What would he be doing in your office ¢ 

Admiral Smrru. He may have brought a message from Dr. Steel- 
man. Because we had had meetings in Dr. Steelman’s offic ‘e, large 
meetings, with the Army and other agencies represented, and with 
Mr. Hoffman of the ECA, and Turner took the notes, and when 
Steelman had to step out I believe Turner presided while he was 
away. 

Senator Munpr. Can you examine the file and see whether a note 
was brought in by Mr. Turner on that date? 

Have you any recollection of the note he brought you on that date? 

Admiral Smiru. No, sir. 

Mr. Fuanacan. We haven’t examined. We could attempt that, 
Senator. It would be a herculean task. 

Senator Munpr. I think it might be well to clear up that situation. 

Mr. FLANAGAN. I notice in your statement here, Admiral, that you 
stated that Mr. Casey was first introduced to you by Commissioner 
MecKeough. Do you recall what purpose Mr. C asey had in contacting 
you at that time? 
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Admiral Smirn. The first time Mr. Casey came in, according to 
my secretary's log, was September 9. That is when the 20 tankers 
for Panama registry were under consideration. 

Senator Hory. What year was that? 

Admiral Smrru. 1947. He had filed in August. This was the 9th 
of September. Both meetings were very brief. As I recall, he didn’t 
sit down. The second time, 2 months later, was November 21, when 
Commissioner MceKeough brought him in and introduced hin, al- 
though he had been in there before. I saw so many people, and all 
talking about different subjects, that it is very difficult for me to re- 
member the exact conversation. I dare say that on the 21st of Novem- 
ber, when he came in, that was prior to the allocation, several weeks 
later, I think, prior to the allocation of the American tankers and be- 
fore I had seen either Mr. Stettinius or Mr. Holmes. And according 
to Miss Van Valey, it was just prior to a board meeting. I was on my 
way out there, and Mc Keough just brought him in ‘and introduced 
him to me as “My good friend.” 

Mr. Fuanacan. Did C asey ever have any discussions with you that 
you recall concerning these ships which he was attempting to get ? 

Admiral Smrrn. Only the first ones. 

Mr. Fiuanacan. And at that time do you recall, in substance, what 
he said, or what he wanted you to do? 

Admiral Sarrx. His application was already on file. He had no 
papers with him. He discussed the source of the money. I had not 
seen his application. It was in the hands of the staff. He discussed 
the source of the money. And my recollection is that it was to be some 
eastern university. And I remember telling him that it was a question 
I would have to find out, that I didn’t know whether tax free funds 
could be used for this purpose. And that is all I recall about it. 

Mr. Fianacan. Did he ever attempt to assert any influence in con- 
nection with obtaining these vessels, in any way ! 

Admiral Saairn. No, except to give me the impression that he was 
a very important man. 

Senator Nixon. What did he tell you that created that impression ? 

Admiral Smiru. Well, his first conversation was that he had been 
offered the job of chairman of the Democratic National Committee 
but had decided not to take it, or had turned it down. That is why 
I remember the meeting. 

Senator Nixon. Do you think that would increase his importance, 
the fact that he had decided to turn it down ? 

Admiral Smrru. Senator, not to me. 

Senator Nixon. That is why I asked. 

Admiral Suir. Regardless of his politics, when a man makes a 
statement to me like that, it is like telling a cop if he doesn’t tear 
up the ticket he will be thrown off the force. It doesn’t impress me. 

Senator Nrxon. When he made that statement to you, that was the 
impression he left with you? 

Admiral Smiru. Well, I don’t know that. My impression was that 
he was, you might say, throwing his weight around to show his im- 
portance. He had no idea of throwing me off the force, because he 
couldn't do that anyway. 

Mr. Franacan. Admiral Smith, did Mr. Dudley ever contact you? 
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Admiral Smiru. Never. To the best of my recollection, never. 
have heard his name mentioned in Commission meetings. 

His name was on other applications. Te the best of my knowledge, 
I never saw Dudley. 

Mr. Fuanacan. Did Mr. Rosenbaum, Joseph Rosenbaum, ever con- 
tact you in connection with these ships? 

Admiral Smiru. Never. 

Mr. Fianacan. Our records indicate that on the 22d of January, 
1948, the Commission approved an amendment to the AOTC applica- 
tion which allowed the three ships which had been allocated to AOTC 
in December to be transferred to the National Tanker Corp. The 
record also indicates that three Commissioners were present and voted 
at that time, that you were not there, that you had left the meeting 
some 15 minutes prior to the end of the meeting. 

I want toask you a few questions about what, if any, disclosures were 
made to you concerning the use of these three tankers which were 
allocated to the National Tanker Corp. And I notice in your state- 
ment here that you said that some weeks after this allocation in De- 
cember to AOTC, Julius Holmes contacted you. At that time did Mr. 
Holmes tell you that it was the intention of the National Tanker Corp. 
to operate these ships? Or did he tell you it was their intention to 
arrange for a long term charter and subsequent transfer of the title 
of those ships and the stock of the National Tanker Corp. to United 
Tanker ? 

Admiral Snrru. He stated that he had a long term charter with 
United Tanker. The charter for Standard Oil had fallen through or 
had not developed. He had expected that. He had a 10 year charter 
with United Tankers. He mentioned an option to pure ‘hase, but did 
not emphasize it. It was to another American company, as he stated. 

There was an application on file from that same company, with a 
sworn affidavit that it was an American company. 

I would say that on a 10-year charter I would not be impressed by 
an option to purchase within 1 year, because the rates were at their 
very highest at that time, in January 1948. They were something like 
250 percent above what was then called the war shipping rate. And 
a company taking a 10-year charter might want to protect itself 
against a badly fluctuating market. And that was the i pression that 
I had about it, the reason for the option. It never occurred to me that 
they intended to sell out immediately. 

Mr. Fuanacan. Did Mr. Holmes, or did anyone else at that time 
bring the fact to your attention that in this United Tanker Corp. the 
American stockholders controlled the voting power and put up $6‘ 

Admiral Samrru. No, sir. 

Mr. Fuanacer. And that the Chinese interests put up $2,000 
for their interests, and that in the next 6 months the Chinese interests 
put up approximately two and a half million dollars to the $6 Ameri 
can ? 

Admiral Smrru. No; I never knew that. until I read it within the 
last 2 weeks. 

Mr. Fianacan. Now, had you known that at the time, that the 
Chinese interests had put in such a very substantial amount of money 
in this corporation, would you have taken any different action than 
was taken by the Commission in allowing these tankers to be allocated 
to National and subsequently transfer red to United ? 
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Admiral Smrru. Of course, Mr. Flanagan, I wasn’t present to vote 
at that one, but I did look up the application of United Tankers to 
purchase tankers in their own name. And I looked that up particu- 
larly and talked with the general counsel, who was Wade Skinner, un- 
fortunately deceased, before going down to a hearing before the Mer- 
chant Marine and Fisheries Committee. And the sworn affidavit for 
the Commission, in answer to question 5 of our form reads: 

A majority of the stock of applicant will and at all times be held by United 
States citizens. Substantially all of the capital of the applicant will be con- 
tributed by China Trading and Industrial Development Corp. 


Answer to question 18: 


Applicant intends to operate the vessels applied for under American registry 
and has no intention of applying for approval to transfer such vessels to any 
foreign registry. 

Now, understand that I am not trained in the law. I have had 
another job. So my legal opinion wouldn’t be of any use to you. But 
the question is in the courts. Apparently it is very much in doubt. 
And our general counsel told me at the time, and I believe told the 
Commission, on this application—we never had to act on the applica- 
tion, because United Tankers never bought any ships from us. We 
had their affidavit. And before going down to see Chairman Brad- 
ley of Merchant Marine and Fisheries, I was told by the general coun- 
sel that so long as the control, as he saw the law, rested in American 
citizens, the source of the capital, or the number of dollars each way, 
it was still an American company. 

Mr. FiuanaGan. And based on what your counsel told you at that 
time, you don't believe that the question of the source of the capital or 
the amount of the capital put in a corporation is the deciding factor ? 

Admiral Smiru. Well, I think I am very much in doubt about it. 
I don’t know. That is a legal question. 

Mr. Fuanacan. There was some reference made, Admiral, to the 
testimony which you gave before the Merchant Marine and Fisheries 
Committee of the House in February 1948, and this is already in the 
record, You answered a question put to you by Mr. Bradley, where 
he asked : 

Now, in relation to the general sale of tankers to Americans, some little time 
ago I reported to the Commission the fact that I understand that certain tankers 
which were bought by American firms were being disposed of surreptitiously to 
Chinese citizens. Do you know anything about that? I do not want you to 


bring out anything that is confidential, but I merely want you to state what 
you know about it. 


And you said: 

One company under the American flag, called AOTC, previously bought five 
tankers under the Panama flag and recently three under the American flag, and 
they have chartered them under the American flag to a so-called United Tank- 
ers, which operates between the Persian Gulf, Shanghai, and other Chinese 
ports. It flies the American flag and is something slightly over 50 percent 
American owned, but I understand it is Chinese capital. I understand that 
they have placed in the contract an option for the charterer at the end of 1 year 
to purchase these three ships. 

Now, you were actually talking about the same case which we are 
how discussing, were you not, at that time ¢ 

Admiral Smita. That is correct. 

Mr. Franacan. After Mr. Bradley brought this matter to your 
attention, did you take it upon yourself to go back to the Commission 
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Admiral Smiru. Never. To the best of my recollection, never. 
have heard his name mentioned in Commission meetings. 

His name was on other applications. Tothe best of my knowledge, 
I never saw Dudley. 

Mr. Fuanacan. Did Mr. Rosenbaum, Joseph Rosenbaum, ever con- 
tact you in connection with these ships? 

Admiral Smiru. Never. 

Mr. Fianacan. Our records indicate that on the 22d of January, 
1948, the Commission approved an amendment to the AOTC applica- 
tion which allowed the three ships which had been allocated to AOTC 
in December to be transferred to the National Tanker Corp. The 
record also indicates that three Commissioners were present and voted 
at that time, that you were not there, that you had left the meeting 
some 15 minutes prior to the end of the meeting. 

I want toask you a few questions about what, if any, disclosures were 
made to you concerning the use of these three tankers which were 
allocated to the National Tanker C orp. And I notice in your state 
ment here that you said that some weeks after this allocation in De 
cember to AOTC, Julius Holmes contacted you. At that time did Mr. 
Holmes tell you that it was the intention of the National Tanker Corp. 
to operate these ships? Or did he tell you it was their intention to 
arrange for a long term charter and subsequent transfer of the title 
of those ships and the stock of the National Tanker Corp. to United 
Tanker ? 

Admiral Smrrn. He stated that he had a long term charter with 
United Tanker. The charter for Standard Oil had fallen through or 
had not developed. He had expected that. He had a 10 year charter 
with United Tankers. He mentioned an option to purchase, but did 
not emphasize it. It was to another American company, as he stated. 

There was an application on file from that same company, with a 
sworn affidavit that it was an American company. 

I would say that on a 10-year charter I would not be impressed by 
an option to purchase within 1 year, because the rates were at their 
very highest at that time, in January 1948. They were something like 
250 percent above what was then called the war shipping rate. And 
a company taking a 10-year charter might want to protect. itself 
against a badly fluctuating market. And that was the impression that 
I had about it, the reason for the option. It never occurred to me that 
they intended to sell out immediately. 

Mr. Fianacan. Did Mr. Holmes, or did anyone else at that time 
bring the fact to your attention that in this United Tanker Corp. the 
American stockholders controlled the voting power and put up $6/ 

Admiral Smirn. No, sir. 

Mr, Fuanacer. And that the Chinese interests put up $2,000 
for their interests, and that in the next 6 months the Chinese interests 
put up approximately two and a half million dollars to the $6 Ameri 
can / 

Admiral Smrru. No; I never knew that. until I read it within the 
last 2 weeks. 

Mr. Fianacan. Now, had you known that at the time, that the 
Chinese interests had put in such a very substantial amount of money 
in this corporation, would you have taken any different action than 
was taken by the Commission in allowing these tankers to be allocated 
to National and subsequently transferred to United ? 
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Admiral Smrru. Of course, Mr. Flanagan, I wasn’t present to vote 
at that one, but I did look up the application of United ‘Tankers to 
purchase tankers in their own name. And I looked that up particu- 
larly and talked with the general counsel, who was Wade Skinner, un- 
fortunately deceased, before going down to a hearing before the Mer- 
chant Marine and Fisheries Committee. And the sworn affidavit for 
the Commission, in answer to question 5 of our form reads: 

A majority of the stock of applicant will and at all times be held by United 


States citizens. Substantially all of the capital of the applicant will be con- 
tributed by China Trading and Industrial Development Corp. 


Answer to question 18: 


Applicant intends to operate the vessels applied for under American registry 
und has no intention of applying for approval to transfer such vessels to any 
foreign registry. 

Now, understand that I am not trained in the law. I have had 
another job. So my legal opinion wouldn’t be of any use to you. But 
the question is in the courts. Apparently it is very much in doubt. 
And our general counsel told me at the time, and I believe told the 
Commission, on this applic ation—we never had to act on the applica- 
tion, because United Tankers never bought any ships from us. We 
had their affidavit. And before going down to see Chairman Brad- 
ley of Merchant Marine and Fisheries, I was told by the general coun- 
sel that so long as the control, as he saw the law, rested in American 
citizens, the source of the capital, or the number of dollars each way, 
it was still an American company. 

Mr. Fiuanacan. And based on what your counsel told you at that 
time, you don’t believe that the question of the source of the capital or 
the amount of the capital put in a corporation is the deciding factor ? 

Admiral Smrru. Well, I think I am very much in doubt “about it. 
I don’t know. That is a legal question. 

Mr. Fuanacan. There was some reference made, Admiral, to the 
testimony which you gave before the Merchant Marine and Fisheries 
Committee of the House in Febru: ary 1948, and this is already in the 
record, You answered a question put to you by Mr. Bradley, where 
he asked: 

Now, in relation to the general sale of tankers to Americans, some little time 
ago I reported to the Commission the fact that I understand that certain tankers 
which were bought by American firms were heing disposed of surreptitiously to 
Chinese citizens. Do you know anything about that? I do not want 


bring out anything that is confidential, but I merely want 
you know about it. 


you to 
you to state what 


And you said: 


One company under the American flag, called AOTC, previously bought five 
tankers under the Panama flag and recently three under the American flag, and 
they have chartered thent under the American flag to a so-called United Tank- 
ers, which operates between the Persian Gulf, Shanghai, and other Chinese 
ports. It flies the American flag and is something slightly over 50 percent 
American owned, but I understand it is Chinese capital. I understand that 
they have placed in the contract an option for the charterer at the end of 1 year 
to purchase these three ships. 


Now, you were actually talking about the same case which we are 
now discussing, were you not, at that time ¢ 

Admiral Smitx. That is correct. 

Mr. Fianacan. After Mr. Bradley brought this matter to your 
attention, did you take it upon yourself to go back to the Commission 
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and make any further check with regard to the allocation of these 
vessels to National Tanker and the subsequent control of that cor- 
poration by United ? 

Adutral Smirn. To the best of my recollection, I did not. 

I looked up the application before going down there. Because I was 
in very close touch with Chairman Bradley at all times. In every 
quarter, I had to make a report on the progress of our sales, both 
foreign and domestic. And I am quite certain I knew that question 
was going to be asked. T here was no reason for checking it up later. 

Mr. Firanacan. When did you leave the Commission ‘ 

Admiral Smiru. April 15, 1949. 

Mr. Fuanacan. And that was before United Tanker entered into 
this Chinese trade, I believe ? 

Admiral Smrrn. Well, I believe originally they were carrying oil 
from the Persian Gulf to Nationalist China. And, of course, China 
was at that time very much our friend and always had been, or we 
had been their friend. We had sold a number of ships to China in 
1946. I believe they were ex-Navy ships. Under some special fund of 
$25 million, and T don’t recall the details of it, held by the State 
Department, we sold a number of ships to the Nationalist Gov ernment 
for manning their navy. So the fact that they were carrying oil to 
Shanghai and Nationalist China ports at that time was, to the best 
of my ‘knowledge, not objectionable. 

Mr. FLANacan. Subsequently, as this record indicates, they char- 
tered their ships to the Soviet Government and carried oil from 
Rumania to Red China. 

If you had at that time been in the Commission, what action do you 
think you would have taken had that matter come to your attention / 

Admiral Smiru. Well, I wasn’t there, Mr. Flanagan. I was gone 
long before that. I don’t know that it was brought to the Commission's 
attention. 

Mr. Frianacan. I say if it had been brought to the Commission’s 
attention and you had been chairman, what action would you have 
taken ? 

Admiral Smirn. My whole training all my life has been the interests 
of national defense. I certainly would have done something about 
that. Certainly. 

Mr. Fuanacan. I have no further questions. 

Senator Hory. Senator Mundt? 

Senator Munopr. On this statement in the second paragraph of your 
prepared statement, Admiral, you refer to the fact that in the appli- 

cation of Casey, you as chairman “knew that there was an intention on 
the part of American Overseas Tankers eventually to sell these vessels 
to another corporation at a profit.” You say, “This is untrue.” 

Had you known the facts at the time, would you have voted for 
such a transfer ? 

Admiral Samirn. I couldn’t have, Senator. I say I know nothing 
about the law, but I had to learn something about that one. In the 
Ship Sales Act, section 6 gives the conditions under which you are 
authorized to sell under to a foreign government or noncitizen. 

Mostly it is to make sure they can pay their money. But when it 
comes to a citizen applicant, under section 4, it says he must have the 
ability, the experience, the financial resources, and other qualifications 
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necessary to meet competition. And under these conditions, the Com- 
mission shall sell to the citizen applicants. 
But between those qualifications, there is an additional phrase : 


And if this sale will aid in carrying out the policy of the act. 


Now, the policy of the act expressed in the Ship Sales Act and in the 
Merchant Marine Act of 1936 is that we are charged with fostering 
the development of and the maintenance of a merchant marine, Ameri- 
can-owned, American-manned, and suitable for national defense. 

Well, if the applicant had stated his intention to purchase the ships 
merely as a speculation, with the idea of selling them to someone else 
and getting out as fast as possible, I don’t see how any member of the 
Commission could have voted for it. Certainly I couldn’t have. 

Senator Munpr. In other words, it was a failure to disclose the true 
intention that induced the Commission to vote as it did. You say you 
weren’t there. 

Admiral Smirn. I suppose so. The disclosure made at the time is 
not the same as the picture has developed since. I do believe that in 
the early part, at the time that I saw Mr. Stettinius, it was their inten- 
tion to remain in the business. That was on the 5th of December, 
and at that time they expected to charter these ships to the big oil 
companies. 

Senator Munpr. I believe you said that at the time you saw Mr. 
Stettinius, neither National nor United Tankers had been organized. 

Admiral Smrru. That is correct. And I never heard from them 
since. 

Senator Munpr. It was just a vague plan in the mind of Mr. Stet- 


tinius at that time, apparently. 

Admiral Smirn. Yes. I am positive that he was sincere in his 
statement. 

Senator Munpr. In your third paragraph, you said that : 

Casey makes no definite statement other than that he “thinks” and “believes” 
but he implies that I sponsored his scheme— 


“J” meaning Admiral Smith— 


and took a leading role in processing to a conclusion the application of his 
group to so amend the contract as to permit National Tankers to enter the 
picture and to make a deal later with United Tankers. This is entirely untrue 

Had you known, then, that this was a device for transferring the 
ships from the Maritime Commission through National Tankers to 
the destination of United Tankers, I take it you would also have voted 
against it? 

Admiral Smirn. If I had known they were going to transfer to 
United Tankers? Certainly I would have voted against it. 

Senator Munpr. You say that this suggestion about an amendment 
must have been introduced after you left the meeting, “for I remem- 
ber no discussion of it.” 

On that, I may say I am sorry you left the meeting. I left a meeting 
yesterday and missed an amazing regurgitation of pious platitudes, 
which I would like to have heard. But since you were not at the 
meeting we cannot very well hold that one against you. 

I think that pretty well describes what apparently took place when 
1 was not here yesterday. 

Now, you say that— 
in a letter to the Commission dated as late as February 2, 1948, and in response 
to a letter from our Mr. Helmbold asking whether the Casey group had intentions 
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of selling out, Mr. Casey made an unqualified affirmative statement of an inten 
tion to retain title indefinitely. These letters, I believe, have been introduced 
here. 

I think that is the letter, Mr. Flanagan, that we have in the record. 

Mr. Fuanacan. In which he wrote to Mr. Helmbold of the Com- 
mission. I have the letter here. 

Senator Munpr. Will you quote that pertinent sentence at this 
time / 

Mr. FianaGan. In the last paragraph of his letter to Mr. Helmbold 
on February 2, in our exhibit No. 16, February 2, 1948, Mr. Casey 
said: 

It is our intention to bare-boat charter these vessels to another American 
company. It is the present intention of this company to retain title to these 
vessels indefinitely. Obviously, no statement can be made at this time as to what 
its position may be with respect to resale at some time in the future. 

Senator Munpr. That date was what ? 

Mr. FuanaGan. February 2, 1948. 

Senator Munpr. How long a time elapsed between the period that 
pledge was made to the Commission and the time that United Tank- 
er Corp., which was in Chinese ownership, came to own the ship? 

Mr. FLAnNaGan. Well, several months. But I think the point is that 
about a week before that, United Tanker had entered into an agree- 
ment with National to bare-boat charter the vessels, and took an 
irrevocable option to purchase the stock. 

Senator Munpr. The irrevocable option had been entered into prior 
to the letter of February 2? 

Mr. Fuanacan. Yes,sir. That was entered into on January 24. 

Senator McCarrnuy. See if I am correct in this, then, Mr. Flanagan: 
that Casey already had a contract to dispose of the ships when he 
wrote to the Maritime Commission and said he expected to keep 
them indefinitely. 

Mr. FuanaGan. Yes: he had an agreement to keep. 

Senator Munpr. Had that been brought to your attention / 

Admiral Smrru. No, sir, I didn’t know that until last week. 

Senator Munpr. Does anything in the records of the Maritime Com 
mission indicate that your associate Commissioners knew about that 
transaction at that time ¢ 

Admiral Snrrn. I will stand on the record on that, sir, but I am 
positive you will find nothing in the record of the Mar tims Commis- 
sion that that agreement made between National Tankers and United 
as of October 28 was ever presented to the Commission. 

Senator Munpt. Your diary shows, and you added an amendment 
to your pre pared statement, that Mr. Morris had talked to you twice 
about United Tankers. 

Admiral Smirn. Yes. 

Senator Munpr. At any time, did he disclose that he had this irrev- 
ocable option ¢ 

Admiral Smrrn. No, the first time Newbold Morris spoke to me was 
on December 1. He was exploring. His interest was in finding out 
whether an application could be approved for, I think it was, China 
Tradirig Co. He wanted to get oil to China. And at that time, we 
had more American applications than we had ships, and all foreign 
sales were cut out. 
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Senator Munpr. He was trying to get ships first of all for Chinese 
applicants, did you say ¢ 

Admiral Smrru. Yes; he was not in business as United Tankers at 
that time. United Tankers had not been formed. It was formed on 
December 10. 

Senator Munpr. At that time you told him the ships were reserved 
for American ownership ¢ 

Admiral Smiru. Yes. And as a matter of fact, I think they were 
allocated within 10 days of that time. 

Senator Munpr. In his second meeting with you, did he ever dis- 
close that the Chinese interests that he represented had put money in 
a corporation to get an 30 enon option to get these ships? 

Admiral Surru. By January 6, the tankers had not only all been 
allocated, in mid-Dec ember, but had been formalized on the 30th of 
December. All tankers were gone. He was down to find out how his 
application under United Tankers for purchase of ships was getting 
along. He was told they were all allocated. He got none. He was 
hoping, I believe, that some of the applicants would be unable to come 
through financially. He might pick them up. There were certainly 
people who thought that. 1 turned him over to my assistant, Com- 
mander Mooney, who had the sheet of allocations, and Commander 
Mooney—I wasn’t there—told him, I believe, that they oy all gone. 

Senator Munpr. So that at no time did either Mr. Casey or Mr. 
Morris advise you of this existing option / 

Admiral Smrru. No, sir. Neither of them ever saw me after that 
option was made, or talked to me, or communicated with me in any 
Way. 

Senator Munpr. Nor discussed the option with you in any way ? 

Admiral Smrru. No, sir. 

Senator Munpr. Did not tell you it was in the process of being 
formulated ¢ 

Admiral Smrru. Pardon ? 

Senator Munpr. Did not tell you it was in the process of negotiation, 
that they were preparing such an application ¢ 

Admiral Sarru. No, sir. 

Mr. FuanacGan. On that point, Admiral, I think our record has 
established that Mr. Holmes talked with you on January 22, the date 
on which the new application or amendment was submitted. 

Admiral Smiru. That is correct. 

Mr. Franacan. I think the record further shows that on the 22d of 
January, the Casey group and the United group had already had long 
discussions concerning the way they were going to handle this matter. 

Admiral Sari. Well, I have stated, in answer to the question as I 
understood it, that neither Newbold Morris nor Casey ever got in touch 
with me after this understanding was made between National and 
United on the 22d of January. 

Senator Munpr. That was not the question. What I was trying to 
get across to you was this. Obviously, before the application was 
formalized and signed, there had been discussions and negotiations 
between the Casey group and the United Tanker group, represented 
by Mr. Morris, as to the reasons for the option and the procedures and 
the processes. And I am wondering whether, through those negotia- 
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tions, or during them, they had ever asked you about the validity of 
such an option and whether you would approve them. 

Admiral Smirn. No, sir. 

Mr. Fianacan. They never let you in any way know that they were 
planning those options ! 

Admiral Smirn. No, sir. 

Mr. Fianacan. One other point, Admiral— 

Senator Nixon. Before you go into that, I want to get to this con- 
versation, just briefly, that you had with Mr. Morris in January, to 
be sure we know what happened. You said that was a very brief 
conversation. 

Admiral Smiru. Both of his visits were very brief. 

Senator Nixon. As well as you can recall, what was the purpose of 
the January visit? What was discussed‘ The obtaining of the 
tankers, you said ¢ 

Admiral Surru. United had submitted an application on December 
11, 1947, for tankers in its own right. They had apphed for two 
T-2 tankers, or, alternatively, three Liberty tankers. And Mr. Morris 
came into my office on the 6th of January in that connection to find 
if there was a possibility of United Tankers getting the tankers they 
had applied for. 

Senator Nixon. Well, did he discuss with you the organization of 
United Tankers ¢ 

Admiral Smirn. No, sir. 

Senator Nixon. Now, then, in that connection, we have a direct 
conflict of testimony. I want you to listen to this question carefully 
and see if this is the case. Mr. Morris yesterday stated: 

I told him about the control aspects of the stockholders, the officers, the 
directors- 
of United. Did he tell you that in that conversation / 

Admiral Smirn. To the best of my recollection, he did not. But 
that is all set forth in his application. 

Senator Nrxon. That was not discussed at that point ¢ 

Admiral Smirn. No, sir; not to my recollection. 

Senator Nrxon. He did not discuss the problem of whether United 
was a citizen corporation ¢ 
Admiral Smirn. No. I had already seen his application before 
that. 

Senator Nrxon. I am not discussing the application. What I am 
interested in is what was discussed at this meeting. 

Did you discuss whether or not it was a citizen corporation ? 

Admiral Smitu. Not to my recollection; no. I just assumed it 
was. 

Senator Nrxon. Mr. Morris also stated that that was one of the 
things he discussed with you, the citizenship aspects, the fact that this 
was foreign financed. You do not recall that discussion ? 

Admiral Smrrx. No: I do not. I will say, Senator, that most of 
the “ee who came into my office came in ‘merely to be introduced 
and say “Hello.” and then they processed their work through the 
staff or ‘the other Commissioners. 

Senator Nixon. There is another point I want to ask you about. 
You said that you were not informed of the irrevocable option that 
had been entered into prior to February 1, when this conversation 
was held with Mr. Holmes, that you were not informed, that you did 
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not know about the option which United had to purchase the stock of 
National at that time. 

Admiral Smiru. I take it, Senator, you mean the option that I 
have read, where they make an irrevocable agreement about purchase 
of stock. 

Senator Nixon. Yes. 

Admiral Smirn. No, sir. I didn’t know about that. I didn’t know 
about that until the last 2 weeks. 

Senator Nixon. Had you known about it, would that have made a 
difference in your decision, had you made a decision / 

Admiral Smiru. Yes, sir; it would. 

Senator Nixon. It would ? 

Admiral Smirn. Yes, sir. 

Senator Nixon. Now, one other question: Mr. Morris, in a radio 
address on February 28, made this statement : 

Full disclosure was made to the Maritime Commission, and full approval by 
the Maritime Commission. 

Now, I ask you first: Was full disclosure made to the Maritime 
Commission? Was it made to you? 

Admiral Smirn. No, sir; not as I understand it now. Technically 
perhaps it was, but not full disclosure. 

Senator Nrxon. Was it made to you or any other of the Commission- 
ers, to your knowledge? 

Admiral Smrrnu. Not to my knowledge, the other Commissioners. 
But certainly not to me. 

Senator Nrxon. Did the Maritime Commission give full approval 
of this deal? Did it ever come up before the Commission, by which 
United obtained the stock of National? 

Admiral Smirn. No, sir; I think not. My impression in the origi- 
nal option was the sale of the ships. However, | may possibly be 
wrong about that, because the papers are in the record. 

Senator Nrxon. That statement is not true, then, to you knowledge? 

Admiral Samirn. No, sir. 

Senator Nixon. That is all. 

Mr. Fuanacan. One other point here, Admiral. When Mr. Casey 
was on the stand, he testified that Mr. Holmes came in to see you on 
the 22d and made certain disclosures, and we were attempting to 
find out what had happened in view of these facts which appear in the 
record. 

It appears that the Commission met on the morning of the 22d to 
consider National Tankers’ amendment. 

Admiral Smirn. No, sir. 

Mr. Franacan. Or AOTC’s amendment, asking that the title be 
taken in National Tanker. 

Admiral Smirn. No,sir. That was not the purpose of the meeting. 

Mr. Franacan. No; I didn’t say the purpose of the meeting. I 
said that they met that morning and did consider that application 
and voted upon it. You weren’t there. 

Admiral Smrru. No. And it was not on the docket, to the best of 
my recollection. 

Mr. FranacGan. Yes: that isright. All right. 

Now, the record also indicates that the application was time- 
stamped into the Commission some 2 hours after the meeting had 
adjourned. So, the question naturally came up: How did the Com- 
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mission approve an application they didn’t even have? And we ques- 
tioned Mr. Casey about that, and he said this, and I quote him. He 
said: 

I think Chairman Smith, the way I reconstruct it, that this was not an 
original application for ships. These ships had been allocated, and this was 
more or less a technical giving of the ships to another corporation but with the 
same stockholders and, therefore, Was not of the same importance as giving 
an original applicant the three ships. The three ships had been given out 
by the Commission. 

And I ask you to note this particular testimony ; 

And I think that under these circumstances he 
meaning you— 


called the other Commissioners and asked them if it was all right for him to 
tell the secretary to go ahead and formalize this. 

Admiral Smiru. That is what I object to. He had no reason for 
that. And besides, by his own testimony, he was in the building at the 
same time seeing other people. And Holmes did not tell me ‘he was 
there. He didn’t come in with Holmes. 

Mr. Fuanacan. L ask you this. Did you, in fact, ever know about 
this application on that - ay ¢ 

Admiral Smiru. No; I did not, except Holmes telling me that it was 
coming in. 

Mr. FuanaGan. Yes. 

Admiral Smirn. That is right. 

Mr. Franacan. Did you, in fact, as Mr. Casey thinks that you did, 
contact. the other Commissioners and ask aioe to formalize this Na- 
tional Tanker application ¢ 

Admiral Smrru. No; [couldn't have, because, had I felt it important 
to get it through, I wouldn’t ask three other Commissioners to do it. 
I would go in and vote for it myself. 

Mr. Fuanacan. Then Mr. Casey’s assumption in this regard is not 
true / 

Admiral Smiri. No; it is not. 

Mr. Franacan. And, in conclusion, I gather from your testimony 
today, then that if you had known that the C; asey group was going to 
sell one of these three ships, not for operation but for resale or for 
speculation, you would not have approved such an amendment. Is 
that correct ? 

Admiral Sairu. That is correct. 

Mr. Fianacan. Then, if the full facts had been known to you as 
Chairman of the Commission, the Casey group would have never had 
the ships in the first place / 

Admiral Smrru. That is correct. 

Mr. Franacan. And if they hadn’t the ships, United Tanker na- 
turally couldn’t get them from the Casey group. 

Admiral Smrrn. That is right. 

Senator Nixon. Now, may I ask another question which goes to the 
merits of all these legal points about which we have been talking ? 

You mentioned briefly, Admiral, the basic reason for the provisions 
of the maritime law which you were following in this instance, at 
least trying to follow. As I understood it, at least one of the reasons 
for requiring that these ships remain in United States citizen control, 
corporations which are controlled by United States citizens, was that 
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they would be available for United States use in the event of emer- 
gency. Is that correct ¢ 

Admiral Smrri. That is correct. We, under the law, wherever we 
sold tankers foreign, and certain other types of ships, had to get the 
concurrence of the Navy. And we always did. 

Senator Nixon. The other point is this: Then what happened to 
these tankers, speaking of the three that went to United, is an ex- 
cellent illustration of why the law provided that citizen control should 
be required. Because what happened to these tankers was that they 
ended up, as you were aware, as the only three American-flag tankers 
engaging in trade between the Soviet Union and north China ports. 
In other words, this is an illustration of the wisdom of the law; is it 
not / 

Admiral Saurrin. Oh, yes. 

Senator Nixon. This shows, in other words, what happened to these 
tankers, which actually went to a corporation which at least in fact 
if not in theory was foreign-controlled. These tankers ended up en- 
gaging in business which was detrimental to the national interest. 

Admiral Surru. That is true. On the other hand, by the law, they 
could not get rid of these tankers. They still are under the American 
flag, I understand, and they are back in legitimate trade. They could 
not sell those ships to any other flag without the Commission’s 
approval, 

Senator Nixon. I know you are talking about the problem of sale. I 
am talking about the problem of use. 

Admiral Suiru. Yes. 

Senator Nixon. And, if you had United States-citizen control, there 
would probably be a better guaranty that a corporation controlled by 
United States citizens would not have used them in this way. At least, 
that is what the record shows. 

Admiral Smiru. At the same time, however, the rules were, under 
I think General Order 59, that an American corporation—there was 
a world-wide shortage of oil in 1947, that cold winter—an American- 
citizen corporation could enter into a charter to transport oil for a 
foreign corporation so long as that charter did not extend for more 
than 1 year. When it exceeded 1 year, they had to come to the Com- 
mission with it. They could charter to an American company for 
an unlimited period of years without coming to the Commission. 

Senator Nixon. Did you hear the testimony yesterday concerning 
the use of these tankers, concerning the use of foreign crews, including 
unlicensed FCC radio operators on them ? 

Admiral Suirn. Yes. 

Senator Nixon. Is that not another illustration of exactly what the 
law was intended to prohibit ? 

Admiral Smirn. I don’t know the circumstances under which that 
happened, Senator. As I recollect the law, if a ship were in a foreign 
port, if a member of the crew were to die or go on strike and have to 
be sent home, I believe the law permits them to employ the necessary 
foreign ratings to get the ship back to a United States port. I am not 
certain of that, but something has got to be done for a ship. 

Now, whether these: men were permitted to leave voluntarily or 
were fired, I don’t know. The cireumstances under which the foreign 
crews were taken on would guide, I should say, in that ease. 

Senator Nrxon. That is all. 


° 
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Senator Mounpr. You referred to order No. 51; was it? 

Admiral Smirn. Order 59. I am just pulling that out of memory. 
I am not certain about it. 

Senator Munpr. What does order No. 59 provide, again? 

Admiral Smrrn. That a citizen operator with American ships is 
permitted—and that is backed up by the laws—to charter in foreign 
trade for not more than 1 year, without the authority of the Maritime 
Commission. Over 1 year he would bring the papers in. 

Senator Munpr. For more than 1 year. If it were more than 1 year, 
they would have to come to the Maritime Commission ? 

Admiral Smirn. Yes, sir. We had several cases where they did. 

Senator Munpr. Very well. As Chairman of the Maritime Com- 
mission, then, vou would have had to have brought before your Board, 
your Commission, a request for the shipnfent of foreign oil to foreign 
sources if it were a duration of more than 1 year? 

Admiral Smrru. If for more than 1 yPate yes. 

Senator Munpr. If for more than i ye Had you received such 
a request from an American corporation * at. oil to the Red Chinese 
Communists for 14 months, would you have approved it at that 
time ? 

Admiral Smrru. No; I wouldn’t approve it for one moment. 

Senator Munpr. You would not one approved it at all. So that 


the only way a corporation could ship oil to Communist China without 
the approval of your Commission, since the approval would not be 
given, was to do it by specific charters for single voyages or for voyages 
of less than 1 year. Is that right? 

Admiral Smirn. That is my understanding; yes, sir. 


Senator Munpr. And that was the way in w hich the United Tanker 
and later the China International Foundation were able to ship oil to 
Communist China without the approval of you or the members of your 
Commission ? 

Admiral Smirn. I wasn’t a member of the Commission at that time. 
IT don’t believe that was referred to the Commission when it didn’t 
have to be. I don’t know whether it was or not. 

Senator Munpr. Had it been, and had you voted, how would you 
have voted ? 

Admiral Smirn. Against it. 

Senator Munpr. Against it. 

Admiral Smrrn. Certainly. 

Senator McCarrny. Admiral Smith, I would like to say that after 
yesterday’s screaming display of adolescent emotional instability and 
fear, or resentment of questions that might bring out the truth, it is a 
great relief to have an intelligent straight- forward witness who does 
not have anything to hide and who does not feel insulted by being 
asked to give this committee the facts as they are. I want to thank 
you very much. 

Admiral Smrru. Yes, Senator. As far as shirts go, I will take 
mine off if you think I am hiding something. 

Mr. Chairman, it is a pleasure to have appeared before this com- 
mittee. 

Senator Hory. Mr. Mellen? 

Mr. Mellen, would you hold up your right hand? Stand up, please. 

Do you solemnly swear that the testimony you give in this hearing 
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shall be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. MetLen. Yes, sir. 

Senator Hory. Mr. Mellen, give your name and address to the 
reporter. 


TESTIMONY OF GRENVILLE MELLEN, GULFPORT, MISS. 


Mr. Metxien. The first name is Grenville, G-r-e-n-v-i-l-l-e. The sec- 
ond name is Mellen, M-e-l-l-e-n. My residence is Gulfport, Miss. 

Senator Hory. Were you a member of the Maritime Commission, 
Mr. Mellen, at any time ¢ 

Mr. Me.uen. Yes, sir. 

Senator Horr. Give the date of your membership on the Com- 
mission. 

Mr. Metiten. From July 2, 1946, I believe, until May 1950. 

Senator Hory. Mr. Flanagan, you may proceed with the examina- 
tion. 

Mr. Fianacan. Mr. Mellen, I refer now to the amendment to 
AOTC’s application of November 1947, the January 1948 amendment, 
in which AOTC requested the title to these three vessels which later 
were taken over by the United group. I refer to this amendment, 
which was considered by the renee on the 22d. 

In that regard, I refer to Mr. Casey’s Senne appearing on page 
8373 of our verbatim record, in which Mr. ‘asey, In discussing this 
amendment and the activities with the re. of the Commission 
prior to filing the amendment, or after it, said this. I had asked him: 
“On what day ?” 

He said: “I don’t know. I simply think that, because the letter was 
sent from New York on the 21st, it must have been received here on 
the 22d, and that it was the 22d that Mr. Holmes went to see Admiral 
Smith. After Mr. Holmes saw Admiral Smith, 1 saw Commissioner 
Mellen and Commissioner McKeough.” 

And I said: “The same day ¢” 

He said: “I think it was the same day.” 

Now, do you have any recollection of Mr. Casey coming to see you 
on or about January 22 and discussing this amendment to the original 
application ¢ 

Mr. Metien. I have no recollection of his having called on me that 
day at all. 

Mr. Fianacan. Do you have any recollection of any representative 
of the Casey group contacting you with regard to the transfer of these 
tankers from the AOTC to National Tanker ? 

Mr. Metien. No, sir. 

Mr. Franacan. I note from the official records of the Commission 
on January 22—and they are already in the record—that the amend- 
ment of National Tanker was considered and voted on by yourself, 
Commissioner McKeough, and Commissioner Carson. 

Do you recall voting on that request to transfer these tankers from 
AOTC to National ¢ 

Mr. Me..en. Frankly, if you put it on the grounds of recollection, 
I really don’t have the recollection, Mr. F lanagan, but I have exam- 
ined the minutes of the Commission, and the minutes of the Com- 
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mission show that I was present and that I was one of the three who 
voted for it. So, I must have voted for it. 

Mr. Franacan. Now, as you know 

Mr. Metten. Who presented it, I have no way of knowing. I have 
no way of knowing it. I have tried to find out. I have questioned 
the secretary of the Commission just to see what information I could 
get out of him. I have examined the document that later on was 
recorded in the secretary's office, apparently 2 hours after the recita- 
tion in the minutes as to when the Commission took action on this 
thing. 

Mr. Fianacan. How do you account for that ? 

Mr. Metxen. I can’t account for it. 

Mr. FLANAGAN. It is a rather strange situation. 

Mr. Metien,. I can’t account for it at all, and I am mystified by it, 
and IT have tried to question many persons on it and can't get any 
answers. 

Of course, we go back again to the recording of the minutes, and 
the recording of this not ition on the doc ument itself, which, as I recall 
it, said they had received it in the secret: iry’s office, and Mr. Williams, 
the secretary, tells me that one young lady made that notation at 2:45 
that afternoon. 

Mr. Fuanacan. Mr. Mellen, you do recall that under the regula- 
tions of the Commission, before the Commission was supposed to allo- 
cate ships, these surplus ships, they were supposed to determine three 
things about a company. 

One, its financial ability; two, its operating ability, its ability to 
operate the ships: and three, its citizenship. You recall that ¢ 

Mr. Metien. Yes; I do. 

Mr. Fuanacan. Now, the record shows in this case that these ships 
were allocated to National Tanker Corp. on the 22d, that the corpora- 
tion was not organized until the 23d. 

Now. in view of those facts, which are already in the record, can you 
explain how you as a member of the Commission considered the finan- 
cial ability, the operating ability, or the citizenship of a corporation 
which was not yet in existence ? 

Mr. Metien. The only explanation I can offer, Mr. Flanagan, is that 
some recitation must have been before the Commission on the day that 
the records show we acted. What the nature of the recitation was, 
or who made the recitation, I do not recall. But something had to 
be before the Commission, either by discussion or by a written memo- 
randum of some kind, for the Commission to have taken action, which 
the minutes show that we took. 

Mr. Fuanacan. Now, do you know of any other case during the 
years you were a Commissioner, where you allocated vessels under the 
Ship Sales Act of 1946 to a corporation that was not even formed yet ? 

Mr. Metien. Well, I am not positive about that, Mr. Flanagan. | 
do know that the Commission has taken action on an informal memo- 
randum or on recitations from somebody on the staff that comes into 
the meeting. 

My inquiry of the secretary reveals that this item was not on the 
official docket, the docket that is prepared for our regular meeting, and 
the minutes reveal that January the 22d was one of our regular meet 
ing days. We had many items before us for the morning session. And 
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I find from him that we met that afternoon. Many items were consid- 
ered and acted upon, and the secretary tells me that there are 140 pages 
of minutes with respect to that meeting. 

Mr. Fuanacan. And we have examined all 140 pages. 

Mr. Metten. No; I haven’t examined all the 140 pages, but 1 am 
relying on his telling me. 

Mr. Firanacan. 1: say our staff has examined all 140 pages, and we 
find that the National Tanker matter was taken up in the morning 
session, not in the afternoon session. 

Mr. Metien. Well, it was in the morning session in the sense, as I 
recall it, that it was 12:50 or 12: 55, 

Mr. Fianacan. Before the luncheon recess ¢ 

Mr. Meuien. That is right. That is what the minutes show. 

Mr. FuanaGan. Mr. Mellen, you say that no disclosure was made to 
you concerning the facts with regard to the relationship between 
National and United. 

Mr. Metxien. Well, I am positive that some recitation must have 
been made in the meeting. Now, who made the recitation I do not 
recall. Ihave no recollection of it at all. But I am positive that some 
recitation had to be made, Some presentation had to be made to us, 
for our action. 

Mr. Fuanacan. Now, I ask you this. If you had known, as our 
record indicates, that National Tanker had already, on the 22d, put 
the machinery in motion to dispose of their stock to the United Tanker 
group, in other words, to get into a speculative venture, and not to oF 
erate these ships, would you have voted to give these ships to the Na- 
tional Tanker Corp. 

Mr. Metien. I certainly wouldn't. I would have moved to tear up 
the piece of paper or anything that was before us. 

Mr. Fuanacan. In other words, had you known the facts as they 
existed at that time, you never would have voted to turn these vessels 
over to National Tanker ¢ 

Mr. Metien. I most certainly would not, Mr. Flanagan. 

Mr. Fianacan. And in that case these vessels would never have 
gotten into the hands of United Tanker, where they still are? 

Mr. Metirn. They never did get into the hands of United Tanker, 
from the recitation I have listened to today and yesterday. 

Mr. FranaGan. Well, under their control. 

Mr. Metien. In other words, the recitation here is that they had an 
option to acquire the stock in this National Tanker Corp. ; that at the 
time the Commission acted upon it, I now learn the corporation was 
not formed until the next day. Now, it is not clear in my mind, Mr. 
Flanagan, whether it is the National Tanker Co. or the United Tanker 
that put up this enormous capital of $6, 

Mr. Fuanag@an. It is United. 

Mr. Meuien. Well, I don’t know anything about United. The Com- 
mission never considered the United Tanker’s application, never acted 
upon it. 

Mr. FuanaGcan. Now, if you had known that these tankers were go- 
ing into the hands of United Tanker, which had a $6 investment by 
American citizens and a $2,000 original investment by Chinese, and 
subsequently, in the next 6 months, a $216 million investment by Chi- 
nese, would you have made these tankers available to them ? 
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Mr. Meuien. Are you speaking now of the National Tanker Corp., 
or United ¢ 

Mr. Fianagan. United. 

Mr. MELLEN. Well, we never made the tankers available to United. 

Mr. Fuanacan. I say, had you known these facts and known that 
National had entered into a stock option agreement to dispose of the 
stock to this United group, would you have allowed this? 

Mr. Me.txen. What you mean is would I have been in favor of or 
would I have approved the Commission delivering the ships to the 
National Tanker Corp. ¢ 

Mr. FLanacan. Yes. 

Mr. Metien. That is what you mean ¢ 

Mr. FuanaGan. Yes. 

Mr. Metien. I most certainly would not. 

Mr. FianaGan. Were you ever contacted by Mr. Rosenbaum in 
connection with this case ? 

Mr. Metuen. I wouldn't know him if I saw him. No, sir. 

Senator Nixon. Before you leave that point you just made may I 
ask this question! It is the same question I asked the admiral when 
he was on the stand. 

Mr. Morris, in a Mutual Radio broadcast on February 28, 1952, 
made this statement : 

Full disclosure was made to the Maritime Commission, and full approval by 
the Maritime Commission— 
of this transaction about which Mr. Flanagan has been talking to you. 
I ask you: Was full disclosure made to you of this transaction that 
we have been discussing ¢ 

Mr. Metien. Mr. Senator, 1 will even go further and say that no 
disclosure, let alone the words “a full disclosure.” No such disclosure 
was made or intimated. 

Senator Nixon. And second, you did not approve this transaction ? 
It was never before you, was it, as a matter of fact ? 

Mr. Metien. You mean the transaction between United and 
National Tankers? 

Senator Nixon. That is right. 

Mr. Metzen. I didn’t know a thing in the world about it until I 
read about it in the public press. 

Senator Nixon. ‘Vhen that statement is untrue as far as you were 
concerned ¢ 

Mr. Metuen. As far as I know, no intimation was made to me 
about it, let alone any full disclosure. 

Senator Munpr. Did that go for all of these contacts? 

Mr. Mellen, the principal “contact men in this transaction seemed 
to be Rosenbaum, Casey, Morris, Wasson, and Dudley. 

Mr. Meuien. I never have seen Mr. Wasson, to my “knowledge, until 
yesterday. Mr. Casey did come to see me in the summer of 1947, but 
I don’t know Mr. Rosenbaum, and I wouldn’t know him if I saw him. 

Senator Munpr. Neither Casey nor Rosenbaum discussed it. How 
about Dudley ¢ 

Mr. Metien. No; Mr. Casey did come to see me. 

Senator Munpr. I am talking about this set of facts vou are tulking 
about now, the specific facts. 

Mr. Metien. No; not anybody. 
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Senator Munpr. Nor Rosenbaum, nor Dudley? Had Dudley come 
to see you! 

Mr. Metuen. No, sir. 

Senator Munpr. Wasson never saw you ? 

Mr. Mewien. No, sir. 

Senator Munpr. Morris never saw you / 

Mr. Meuuen. No, sir. 

Senator Munpr. So you were shooting in the dark as far as that 
transaction was concerned ¢ 

Mr. Mevren. Well, no, I was not shooting in the dark. We must 
have been acting on some recitation that must have been made by some- 
body, either from the staff, or somebody, on January 22. 

Senator Munpr. But not a full set of facts, as ve. sow know the 
case to be? 

Mr. Meuien. Correct. 

Senator Munpr. You were here when Admiral Smith testified about 
Order No. 59% You are familiar with Order No. 59? 

Mr. Metien. Well, generally; yes, sir. 

Senator Munpr. Had you been sitting on the Commission and 
United Tanker had come to you to get permission to ship oil in those 
tankers for more than a year at a time to Red China, would you have 
voted “tyes” or “no” ¢ 

Mr. Meuien. I would have voted “no.” I will go further. The 
record will reveal, in support of the conviction that I am now about 
to express, that I was opposed to the sale of tankers to noncitizens that 
was going on during the same general period. Now, my purpose for 
being opposed to it was that I felt that some time in the future the 
ships would be used for just such purpose. They would find some way 
of getting into the hands of the Russians. 

I do not know whether we, at that time, talked much about Com- 
munist China, or whether it materialized later on as Communist 
China. I don’t recall that. But I was deeply concerned, in 1947, 
with the numerous tankers that were being sold to noncitizens. I 
mean in its entirety, the sale in its entirety ; because of the fear of what 
has eventuated since. I was positive in my own mind that it was 
merely a question of time before the activities of the Communists and 
the activities of Russia would become more and more aggressive. 

Senator Munpr. Your fears have certainly been justified by the 
transition. 

Mr. Metien. They have been justified, Mr. Senator, as I recall it, 
within 2 months after my last recitation, in the same vein, made be- 
fore a congressional committee, in 1950. 

Senator Munpr. I am glad to have you make that statement. I am 
glad to know that at least so far as you and Admiral Smith are con- 
cerned, there was nothing ever done by your Maritime Commission 
which would convey consent to the traffic with Red China in which 
those tankers were engaged. 

Mr. Metien. That is correct. 

Senator Hory. Any further questions ? 

Senator Nixon. Would you yield for just one question ¢ 

In other words, as I understand your testimony, Mr. Mellen, what 
happened here to these tankers, under the control of United, insofar 
as their ending up transporting oil to and from Communist ports, is 
exactly what Order 59 was designed to prohibit ? 


95335—d32 o8 
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Mr. Metten. That is what I understand; yes, sir. 

Senator Hory. Thank you, Mr. Mellen. 

Mr. Metien. Thank you. 

= a Hory. Mr. Joseph Carson ? 

Mr. Carson, will you hold up your right hand 

Do you solemnly swear that the testimony you give in this hearing 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Carson. I do. 

Senator Hory. Have a seat, Mr. Carson. 

Give the reporter your name and residence address. 


TESTIMONY OF JOSEPH K. CARSON, JR., PORTLAND, OREG. 


Mr. Carson. My name is Joseph K. Carson, Jr. My legal oe 
is in Portland, Oreg. I am temporarily residing with my family a 
5 West Blackthorn, in Chevy Chase, Md. 

Senator Horry. Mr. Carson, how long did you serve on the Maritime 
Commission, and from what dates ¢ 

Mr. Carson. From the Ist of April 1947, until midnight of May 
23. L950. 

Senator Hory. Mr. cee ian, you may examine Mr. Carson. 

Mr. Fuanacan. Mr. Carson, the record in this case, in this hearing, 
indicates that, on January 22, 1948, you were one of the three Com- 
missioners in the morning meeting which voted to authorize the trans- 
fer of three vessels to the National Tanker Corp. Do you recall that 
meeting ‘ 

Mr. Carson. I don’t recall the meeting, but I have no reason to 
question the accuracy of the minutes of the meeting, and if they 
record that I was there and voted for such a thing, I accept it as being 
the fact. 

Mr. FLanacan. Prior to that meeting, had you discussed this Na 
tional Tanker-United Tanker situation with any representatives of 
either the United Tanker group or the Casey group 

Mr. Carson. Not to the best of my knowledge and belief. 

After talking to Mr. Leece day before yesterday, he mentioned that 
some discussion is supposed to have taken place about that on the 21st 
of January. 

I went to the log that my former secretary kept, and I have that 
sheet here, and there isn’t anything to indicate that anyone connected 
with either of those concerns whose names later appeared here con- 
tacted me in any way. 

Now, that doesn’t mean that someone outside of my office might not 
have said something, but I have no recollection of any such thing 
taking place. 

Mr. FranaGan. Did Mr. Casey or any of those associated with him 
ever talk to you concerning their t: sake transaction ¢ 

Mr. Carson. I was asked if Mr. Casey had ever come to see me. 
And if you want, I have a transeript here of the number of times that 
he called me on the telephone, the months that he did it, and the times 
that he came to see me. Would you like me to put that in the record / 

Mr. Fuanacan. Yes, sir. 

Mr. Carson. The log that my secretary kept indicates that Mr. 
Casey called on the telephone twice and came in twice, during the 
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month of August 1947. It also discloses that while the record indi- 
cates a Mr. “Bodley” called during that month, I believe it must have 
been “Dudley.” And I suspect that he called once during August, 
came in once during the month of August, and a Mr. Courtney, whose 
name has been mentioned in connection with these hearings, was in 
to see me once during the month of August. 

In September of 1947, Mr. Casey called on the telephone three times, 
was in my office four times. I once returned the call that Mr. Court- 
ney had made, and Mr. Courtney was in once. 

In October, Mr. Casey called me on the telephone twice. Mr. Dud- 
ley was in once. 

In November, Casey called on the telephone once. In December, 
he called on the telephone once, and it is indicated that he came in 
once. But it does not indicate that either of those three gentlemen 
were in my office or called me during the months of January or Feb- 
ruary 14s. 

Now, I might mention in connection with these tele »phone ne that 
there were some telephone conversations between me and a Mr. Casey, 
Ralph Casey, over at the General Accounting Office. Some es these 
calls are identified as “Mr. Joseph Casey,” and some are just “Mr. 
Casey,” and cline one or two of those calls might have been from 
Mr. Casey of the General Accounting Office, I don’t know. 

Mr. Fianacan. At the time that you voted to allow National Tanker 
to take these three vessels in question, did you know at that time that 
the National Tanker group had already entered into negotiations with 
the United Tanker group to bareboat charter the vessels and to give 
an option on ee stock in the corporation / 

Mr. Carson. I did not, not to the best of my knowledge and belief. 
I don’t recollect ever having discussed it with anyone. 

Mr. Franacan. Did you know that most of the money put up by 
United Tanker which eventually ended up with these ships was to be 
furnished by Chinese ? 

Mr. Carson. No; I don’t believe I did. It is 4 years ago, and I 
can't be sure of everything that transpired, but so far as I am able to 
discover from the log that was kept or from any other memoranda or 
from any suggestion in any of the minutes of the meeting, I don’t 
believe any such thing was ever mentioned to me. 

Mr. Fianacan. Had you known that the Casey group, through 
National ‘Tanker, was seeking to get these vessels, not for the purpose 
of operating them but to m: ake them available to United Tanker, would 
you have voted to make the vessels available ? 

Mr. Carson. No; I wouldn't. And I would have very good reason 
why I wouldn't. 

Mr. Franacan. What is your reason ? 

Mr. Carson. During the time that I served as mayor of my city, I 
would never permit anyone if I knew it to make merchandise of a city 
license or of any grant or approval from the city with respect to any 
(transaction. And I should have regarded the allocation which we 
made to Mr. Case in good faith was in the belief that he was taking 
them into a corporation, a citizen corporation, that the financing was 
being done by, I believe, some of the big insurance ¢ ompanies, and that 
they were going to be chartered to citizen oil companies or their sub 
sidiaries, who were ex pert in that business. 
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It was on such representation that I voted for such allocation. And 
had I known that it was just using the permission or the allocation 
that we had made for the purpose solely of making a profit, I suould 
have felt it would have been far better to not have sock with the allo- 

cation but to have allocated to someone else, who gave more assurance 
that they were going to maintain the tankers for their own use and 
to keep them in their own possession. 

Mr. FranaGan. Asa matter of fact, the primary purpose of the Ship 
Sales Act is, is it not, to build up a strong American merchant marine? 

Mr. Carson. Yes. That isthe preamble of the act. 

Mr. Fianacan. And I suppose that you assumed you were not 
building up a strong American merchant marine by turning over ves- 
sels to a group that merely wanted to speculate ¢ 

Mr. Carson. I think that follows reasonably. 

Mr. Franacan. Then it would be fair to state, would it not, Com- 
missioner, that had ful! disclosures been made to you concerning the 
facts of this case, had you known what you now know, what this 
record reflects, you would not have made those ships available to 
National Tanker and they would not eventually have been turned 
over to the United Tanker group by National ¢ 

Mr. Carson. Let me put it this way: Had I known that, instead of 
wishing to buy those vessels in the National Tankers—and I believe 
it was represented to me that it was going to be the same stockholders 
and controlled by substantially the same people—but I believe fur- 
ther, and may I expand the answer just a little bit ¢ 

Mr. Fuanacan. Surely. 

Mr. Carson. I believe that it was pointed out that whereas the five 
tankers that the Casey group had already acquired—we permitted 
them to put them under Panamanian registery. But later, when 
there became a paucity of these tankers instead of the surplus that 
existed a few months before, we decided we would only sell them to 
citizen corperations. And therefore, if it had been indicated to me 
that they were in truth and in fact going to become the property of 
other than American citizens, 1 would have felt it was my duty to 
have revoked the allocation and to liave made the allocation cor Shove 
vessels to.someone else, who was not going to use them purely for the 
purpose of speculation. 

Mr. FuanaGan. Now, from your testimony I understand that you 
left the Commission in May of 1950. For almost a year prior to 
that time, one of these three vessels, and another vessel owned by 
United, another war-built vesesl, were used in carrying oil for the 
Soviet Government from Rumania to Communist China. wid you 
know that that trade was going on ¢ 

Mr. Carson. I don’t believe I did. It may have come into the 
Commission records, but I don’t believe so. 

Mr. Fuanacan. Had you known that in 1949, after the fall of Na 
tionalist China to Communists, that war-built tankers were being 
used to charter to the Soviet Government to carry oil into Red China, 
what, if any, action would you have t aken, or attempted to take / 

Mr. Carson. Well, General Order 59 has relation to chartering, 
and it provides that a charter for less than a year may be made by a 
citizen corporation, I believe without coming to the Commission fo1 
any authority. Because section 2 of the Shipping Act of 1916 pro 
vides, as I recollect it, that you can’t make a charter foreign without 
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the permission and authority of the Commission. And therefore, 
if it was in fact chartered to an alien for more than a year, the owner 
would have to come to the Commission for authority. 

But, as I understand it, and I believe I am right about this, Gen- 
eral Order 59 was published for the convenience of the Commission 
and the convenience of the large number of fleet operators, so that 
they wouldn’t have to come before the Commission for permission for 
each application to make a voyage charter or charters within 1 year. 
It was a device used whereby the Commission’s staff and the Commis- 
sion wouldn't have been burdened day in and day out with these 
applications. 

The order was there before I went to the Commission. I don’t 
know whether it is believed, in the light of all that has happened, that 
it was wise or wasn’t, but it was accomplished and published in the 
Federal Register. 

Mr. Fianacan. I don’t think there is any implication on the part 
‘of the committee that the method or the handling of these Soviet 
charters was illegal. My question was: Had you known that these 
ships were being used in that type of trade at that time, would you 
have taken some action to stop it ? 

Mr. Carson. Yes, Mr. Flanagan, I would. I think that my record 
for the last quarter of a century indicates the constant opposition to 
anything that had anything to do with the Soviet Union. And while 
I was on the planning staff over in England during the war, planning 
for the occupation of Germany, and praticularly directing my effort 
toward planning for the occupation of our sector of Berlin, I called 
attention to the fact that we had no agreement with the Soviet Union 
with respect to ingress and egress from our sector into our zone of 


occupation. And I think that is one of the reasons I was reassigned. 


Mr. Frianacan. I have no further questions of this witness. 

Senator Nixon. I have just one question I want to ask you, that I 
wanted to ask the other Commissioners, too. 

In a Mutual Radio Broadcast of February 28, Mr. Morris made this 
statement, that— 

A full disclosure was made to the Maritime Commission, and full approval by 
the Maritime Commission— 
of this transaction about which Mr. Flanagan has been questioning 
you. My question is this: Was the full disclosure of the facts in this 
transaction made to you? 

Mr. Carson. May I make just a preliminary statement? I think 
that Mr. Morris’ words that you have quoted are simply a conclusion. 
Now, I don’t recollect ever having talked to Mr. Morris about the 
matter. 

Senator Nixon. Do you recollect this being discussed in a Com- 
mission meeting, then ? 

Mr. Carson. Well 

Senator Nixon. I mean, in other words, I am speaking about the 
fact that this company had an irrevocable option to take over the 
tankers. 

Mr. Carson. No. 

Senator Nixon. That was never brought up in a Commission meet- 
ing ¢ 

Mr. Carson. Not to the best of my knowledge and belief. 

Senator Nixon. That was never disclosed, in other words? 
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Mr. Carson. I am quite certain it never was. 

Senator Nixon. If that fact had beén ‘disclosed, you would never 
have approved the deal ? 

Mr. Carson. That is quite so. 

Senator Nixon. Your answer to the question, then, is that to your 
knowledge, speaking of your knowledge, there was not full disclosure 
and full approval by the Commission as such of this transaction ? 

Mr. Carson. It is my considered opinion that in view of what I 
would consider a full disclosure 

Senator Nixon. Yes, that is what I want to know. 

Mr. Carson. Yes. 1 don’t consider that the matter was ever fully 
disclosed in the light of what I would consider a full disclosure. 

Senator Nixon. That is all. 

Senator Munpr. I want toask you this. It is the same question that 

IT asked Mr. Mellen and Admiral Smith. Which of these five contact 
people for United Tankers and the Casey group actually contacted 
you! Casey, you say, did talk to you? 

Mr. Carson. Yes. 

Senator Munprt. But did not make the disclosure that Senator Nixon 
spoke about. Rosenbaum $ 

Mr. Carson. I have never met Mr. Rosenbaum, to the best of my 
knowledge. I looked through the log, and I found no reference to Mr. 
Rosenbaum ever having called or ever having come to the office. 

Senator Munpr. How about Mr. Dudley ? 

Mr. Carson. Mr. Dudley? Yes. Mr. Dudley called on the telephone 
once in August and came in once in August, and then he was in the 
oflice, the log shows, once in the month of October. 

Senator Munor. He testified that he was paid a pretty substantial 
fee because of lis ability to contrive this whole negotiation. Did he 
ever discuss with you this option and this method by which United 
Tanker, with its Chinese capital, was to get control of these ships ¢ 

Mr. Carson. No, sir. I am sure he didn’t. And that is rather 
fortified by the fact that the log doesn’t show that I ever saw him or 
was contacted by him subsequent to the month of October 1947. 

Senator Munpr. How about Mr. Morris? 

Mr. Carson. Mr. Morris? There is nothing in the log to indicate 
that he ever called on me. 

Senator Munpr. How about Mr. Wasson ? 

Mr. Carson. I don’t believe—I didn’t look for the name in the log, 
but I don’t believe so. As a matter of fact, I did. I looked through 
the log for the months of January and February, and if it was there, 
and I overlooked it, I will be glad to look again, but I don’t believe 1 
did. 

Senator Munptr. None of the five principals, you have answered 
specifically, now, who contacted the Maritime Commission repeatedl|y 
about this transaction, ever disclosed these specific facts to you ¢ 

Mr. Carson. That is the best of my knowledge and belief. 

Senator Munpr. Now, I want to ask you this. question. 

In view of order Now. 59, had you been requested to vote on the 
proposition of whether or not United Tanker and/or the China Inter- 
national Foundation should be given permission to carry oil to sg 
munist China, in these tankers, would you have voted “Yes,” or “No”? 

Mr. Carson. I would have voted “No.” And IT might paint out th: : 
we were trying desperately at the Maritime Commission to get some 
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action taken to get the hundred ‘dry-cargo vessels that Russia then 
had and hasn’t returned and even refuses to talk to us about. I cer- 
tainly wouldn’t have granted the Soviets anything, in view of their 
attitude toward our country in every way that they have demonstrated 
of late, or at all times for that matter. 

Senator Munpr. The fact that these shipments were over a period 
of 11 months instead of 12 months, so that under the law it did not have 
to come to your attention, is the only reason you didn’t exercise your 
prerogative as a Commissioner to vote “No” against that transaction 

Mr. Carson. I think that is a reasonable statement. I think that is 
in line with the facts. 

You see, after a lapse of time, I don’t know whether something may 
have appeared by letter or by memorandum, and in our busy days 
some action was or was not taken. But I don’t believe there was. 

Senator Munpr. I am glad to hear that. That means that the three 
Commissioners who have testified this morning, along with the of- 
ficials of ECA, along with the Department of the Navy, and the De- 
partment of the Army, all looked with disapproval upon this trade in 
which the tankers built by America were being used to aid the Com- 
munist cause. 

Mr. Carson. Well, that is a fact. And that is one of the reasons 
some of us who voted, and T think properly, to sell a large number 
of these to some of what were later to become the ECA nations-— 
we had some misgivings as to whether that might eventuate to our 
disadvantage. But it was something you couldn’t prophesy or predict 
at that time. 

Senator Munpr. You did that in line with the general ECA Philos 
ophy that that organization was set up to help curb communism ¢ 

Mr. Carson. That is right. That is true. 

Senator McCarrnuy. Mr. ( Carson, I have a letter dated December 
11, 1947, directed to the Maritime Commission, signed by Newbold 
Morris, in which he states that the pur pose of the applic ation for the 
tankers is to “bring assistance to the Chinese Government.” 

T had difficulty getting from Mr. Morris his interpretation of this 
promise. Would you say that in your opinion the Commissioners 
would wnderstand this, that the statement that the tankers were to 
be used to assist the Chinese Government would be also a commitment 
to refrain from assisting the enemies of the Chinese Government ? 

Maybe IT am not clear in that. Mr. Morris commits himself here 
to the use of the tankers to assist the Chinese Government. It de- 
velops that the tankers were used to ship aviation lubricating oil 
to the Communists in China. 

Would you consider that a violation of this commitment ? 

Mr. Carson. T assume that what he meant by the Chinese Govern- 
ment was that gov ernment in China or Formosa headed by General- 
issimo Chiang Kai-shek. 

_ Senator McCarrny. In other words, the recognized Government of 
China. 

Mr. Carson. That our Government was then recognizing. That is 
what. I would take that to mean. 

Senator McCarriy. Then when Mr. Morris said, “We will use these 
tankers to aid the Chinese Government, and that is why we want 
the tankers,” would you consider it a gross violation of that commit 
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ment to turn around and use the tankers to ship aviation lubricating 
oil to the Communists in China ? 

Mr. Carson. I should say it would be at variance with what the 
letter purports and what it would have meant to me had I read it at 
the time. 

Senator McCarruy. Well, you say “at variance.” Would it not 
have been a complete 100-percent violation of this commitment 
Where the commitment is to aid the Government of China, whereas 
the tankers were then used to haul aviation lubricating oil to the 
Communists in China ? 

Mr. Carson. As I understood the reading of your letter, it was 
pointed out that the vessels would not be put to the use of the enemy. 

Well, if they were so employed, it would be in violation of the terms 
of the letter. 

Senator Nrxon. Are we going over until tomorrow, Mr. Chairman / 

Senator Horry. We are. 

Senator Munpr. May I inquire of Mr. Carson, before I leave, 
whether he intends to “castigate” the committee in my absence 

Mr. Carson. I have been treated most pleasantly, sir. 

Senator Nrxon. Do I understand the only questioning left is of 
Mr. McKeough ? 

Senator Hory. He is the only witness left. 

Senator Nrxon. There is just one thing I would like to say. 

We have heard today three members of the Maritime Commission, 
and I have been impressed by the fact that the three Commissioners 
have been virtually unanimous in their recollection of the facts of 
this case. ‘And I think that their testimony clearly indicates what 
appeared to be the case to a certain extent before they testified, and 
that is that this whole transaction was a sham and a subterfuge to 
get around certainly the spirit of the maritime law if not the letter 
of the law. 

Senator Hory. Mr. Carson, thank you for your appearance. 

Mr. Carson. Thank you, Mr. Chairman. 

Senator Hory. The committee will not be able to sit longer today, 
because the Senate is taking up a rather important matter, and most 
of the Senators are interested in it. We will meet tomorrow at 10 
o'clock to conclude the hearings. 

(Whereupon, at 12: 10 p. m., Thursday, March 13, 1952, the hearing 
was recessed until 10 a. m., Friday, Marech-14, 1952.) 
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FRIDAY, MARCH 14, 1952 


Unrrep States SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 251, 
Eighty-second Congress, second session, agreed to January 24, 1952, in 
room 357 of the Senate Office Building, Senator Clyde R. Hoey (chair- 
man of the subcommittee) presiding. 

Present : Senators Hoey, McCarthy, Mundt, and Nixon. 

Also present : Francis D. Flanagan, chief counsel; Howell J. Hatch- 
er, chief assistant counsel; Jerome 8S. Adlerman, assistant counsel; 
William A. Leece, assistant counsel; Louis Sornson, accountant; Ruth 
Young, chief clerk. 

Senator Hory. The committee will please come to order. 

Mr. McKeough will come to the stand. 

Mr. McKroueu. Good morning, Senator. 

Senator Hory. Will you hold up your right hand? Do you solemnly 
swear that the testimony which you give in this hearing shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. McKroven. I do. 

Senator Hory. Mr. McKeough, will you please give your name and 
address to the reporter? 


TESTIMONY OF RAYMOND 8S. McKEOUGH, MEMBER, INTERNA- 


TIONAL CLAIMS COMMISSION, STATE DEPARTMENT, WASHING- 
TON, D. C. 


Mr. McKroven. My name is Raymond 8S. McKeough. My legal 
residence is Chicago, Senator. I am now a member of the Interna- 
tional Claims Commission of the United States. I reside in Wash- 
ington at the Kennedy Warren Apartments, 3133 Connecticut Ave- 
nue, 

Senator Hory. Mr. McKeough, how long and at what time were 
you a member of the Maritime Commission ? 

Mr. McKrovuen. I think I took office, Senator, in October 1945, 
and left the Commission when it was abolished by the action of the 
Congress; I think it was May 23, 1950. 

Senator Hory. Mr. F lanagan, you may examine Mr. McKeough. 

Mr. FianaGan. Mr. MeKeough, the record of this case indicates 
that on the 19th day of September 1947 the American Overseas Tanker 
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Corp., the Casey group, were allocated their first five vessels for title 
in the United States corporation and for Panamanian flag opera- 
tion. 

1 believe that that record also indicates that the Commission voted 
+ to 1 to grant those ships to the Casey group, and that you were the 
only one voting against that transfer. 

Would you advise the committee of the reason or the reasons why 
you voted against turning those ships over to the Casey group at that 
time ¢ 

Mr. McKeoven. | would be very happy to, Mr. Flanagan. I think 
the records of the Maritime Commission will indicate that in every 
instance where American corporations or American citizens sought to 
purchase surplus ships under Ship Sales Act of 1946 for foreign regis- 
try, | voted against it; for the reason that, having in mind that the 
Government was then in debt to the tune of about $250,000,000,000, and 
realizing that foreign registry brought to those of the American inter- 
ests tax benefits, plus the fact that it removed from the vessel American 
seamen, I could not conceive that we were following out the purposes 
of the 1946 act, or, obviously, the Ship Sales Act of 1946, which had 
practically the same preamble with relation to the building up and 
maintenance and expansion of an American merchant marine to handle 
our foreign and domestic water commerce, but with particular em 
phasis on its being available for security purposes in the event of war. 

Realizing that by reason of those features the preamble factors were 
not fully met, and having in mind a desire to contribute as much as | 
possibly could in whatever judgment I possessed to build up the Amer 
ican merchant marine in keeping with the 1936 and other acts, 1 op 
posed those sorts of activities. I couldn’t conceive that the feature of 
security was well served, when the American seamen were removed 
from the vessel by reason of the foreign registry. The law provides 
that in the cargo vessels of American registry a mi: iximum of 25 percent 
of alien seamen is permitted, requiring that at least 75 percent of the 
seamen be American seamen, naturalized or otherwise, and that the 
licensed crew must be all American. 

Now, if we want a good merchant marine, and I certainly want one, 
I want to have it American-owned and American-operated with Amer 
ican flag; and Panamanian or other flag wouldn't give me that kind of 
a merchant marine. 

Therefore, I consistently—the fact of the matter is that I think 
became, not in the same high sense of compliment as the late Justice 
Holmes, the “dissenter” of the Commission. 

Mr. Fuanacan. Prior to the time that you voted against turning the 
ships over to the Casey group, in September 1947, did any representa 
tive of that group contact you on behalf of their application which was 
then pending before the Commission ¢ 

Mr. McKeroven. Yes, sir. 

Mr. Franacan. Who did contact you ¢ 

Mr. McKrovcu. My good friend Joe Casey. 1 recall very vividly 
that Joe came to see me, and I was rather surprised that he found me 
in the Maritime Commission, not realizing that he had any interest 
there at all. So as he came to my office, I recall very vividly what he 
said. I know Joe, and I am very fond of him. 1 served with him in 
the House, as you gentlemen probably now know. And as he came into 
the office, he said, “I don’t know why I came in to see you. 
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I said, “That is a nice way to greet me, Joe! What is on your 
mind ?” 

He said, “I want to buy some ships. I want to buy some tankers.” 

I said, “How do you know I wouldn't be for you buying the tankers ?’ 

“Well,” he said, “they tell me around here you vote ‘No’ on all . 
deals.” 

I said, “That isn’t so. I only vote ‘No’ when they transfer them to 
foreign registry. 

He: Says, “That is what I want. T want to register them in Panama.” 

I said, “You are absolutely correctly informed. I am against that 
a mile a minute.” 

Mr. Fuanacan. When did Mr. Casey contact you? 

Mr. McKeocucu. Well, it was he iously before the first action of the 
Commission, in September of 1947. 

Mr. Fianacan. It was probably between the time he filed his ap- 
plication, in August, and the time you voted, in September. 

Mr. McKeroveu. | would assume so, I don’t know exactly the date. 

Mr. FLanacan. Now, did he contact you at any time after he was 
allocated the first five ships? 

Mr. McKeouen. | think Joe stopped in several times to see me. 
Knowing, of course, my views he couldn't look for much help from me 
in connection with any further purchases for foreign registry. He 
had every right to believe that for American registry I would have 
no objection to selling them to him or to any other American for 
American-flag operation. 

Mr. Fiuanacan. I notice in Admiral Smith’s statement that he in- 
dlicated yesterday that on one occasion, whic h he clarified in the record 
as being November 21, you brought Casey up to the admiral’s office, 
who was then chairman of the Commission, and introduced C usey 
to the admiral. Do you recall that meeting, or that introduction ? 

Mr. McKerovuen. No; 1 don’t, Mr. Flanagan. I spoke to the admiral 
as the Senate recessed, or this committee recessed, yesterday. I told 
him I didn’t recall ever having brought Casey to meet him. And in 
light of the record, [ wouldn't know why I brought him in, in Novem- 
ber, when the Admiral voted in September to sell him five ships for 
Panamanian registry. It doesn’t seem that there was any need for me 
to bring Mr. Casey to meet the chairman or anybody else on the 
Commission, in the light of the original action having been taken 
almost 2 months before. 

It could well be that I introduced him to Admiral Smith. However, 
it seems to me that that wouldn’t apply, in the light of what I have 
just said, about the admiral having voted to sell him five ships in 
September for foreign registry. Why would I bring him in to see 
him in November? I don’t know. I certainly don’t recall any reason 
why IT would bring him in, 

But I certainly ‘would never deny a willingness to bring Mr. Casey 
in to meet the admiral or anybody else. 

Mr. Franagan. Well, did you ever take Mr. Casey to any member 
of the Commission ? 

Mr. McKroven, No, sir. 

Mr. Franacan. In an effort to assist him in getting these vessels, o1 
in processing his application ? 


Mr. McKeroucn. No, sir. 
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Mr. FiranaGan. Did any other member of the Casey group ever 
contact you with regard to their applications for vessels? 

Mr. McKerovcn. No, sir. You mean Mr. Holmes? Stettinius? 

Mr. Fianacan. Stettinius, Holmes, Dudley, Rosenbaum, or any of 
the others that were connected with the Casey group, either as prin- 
cipals or as attorneys. 

Mr. McKerouen. I don't believe I ever met any of them. I believe 
Mr. Morris called to see me, but not in connection with this. It was 
in connection with another matter. 

Mr. FLanacan. It wasn’t in connection with this case at all? 

Mr. McKerovucn. No, sir. 

Mr. Fuanacan. I don’t think at this time we will go into that, if 

is an entirely separate case. 

Mr. McKerovueu. It is entirely different. 

Mr. Frianacan. Our record also indicates that in December 1947, 
three additional tankers were allocated to the American Overseas 
Tanker Corp. for American flag operation. It further indicates that 
on January 22, 1948, the Commission granted an amendment to that 
original application and allowed these three additional tankers for 
American flag operation to be allocated to the National Tanker Corp., 
which was an affiliate of the AOTC, and these are the three tankers 
that eventually went under the control of the United Tanker Corp. 

Now, my recollection is, and our record will show, and it is already 
an exhibit in the record, that this amendment of Januar y 22 was con- 
sidered in the morning session of the Commission and was voted on 
by yourself, as vice chairman, by Commissioner Mellen, and by Com- 
missioner Carson. Do you recall voting on that amendment allow- 
ing these three ships to be turned over to National Tanker ? 

Mr. McKroven. No; I don’t. But I notice from the minutes that 
that took place, Mr. Flanagan. I am recorded as having voted in 
favor of it. If I recalled it vividly, I would have said “yes,” that I 
did vote for it, for this reason: I was not present when they sold the 
three for American registry m December—on December 30. Prior to 
that, though, on December 1 2, the records of the Commission indicate 
that I voted to allocate ehiies to American Overseas for American 
registry. Obviously, I would have voted that way if I were there on 
the 30th of December, which was the date on which the original allo- 
cation of December 12 was formalized by the Commission with all 
of the necessary clearances from the various departments with relation 
to their ability, their financial status, their citizenship status, et cetera. 
I wasn’t there. I was in Chicago for the Christmas-New Year holiday. 
But if I were there, I would have voted. 

On January 22, when this amendment that is being so much dis- 
cussed was brought to the Commission, I obviously was there, because 
the minutes show me to be there, and voting for it. And if I may, 
with your indulgence, make some comments with reference to it, I 
would like the privilege, for this reason. 

I can see no harm in having permitted the American Overseas Corp. 
to take title to the vessels when, as, and if they were ready for delivery, 
and all of the obligations of the purchaser had been met from a Com- 
mission st andpoint : ; to take them in the name of any American corpo- 
ration, whether it was then formed or subsequent to the action of the 
Commission. Because the liability of citizenship, the financial status, 
and all of the other factors were present. 
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Now, in yesterday’s testimony, as I recall it, the then general counsel, 
Mr. Goertner, I think had indicated that if it were not a cash trans- 
action, there probably would have been a greater search put on with 
relation to whether or not the citizenship was existing in the National 
Tanker Corp. 

Now, one of these three ships, I learned, in my review of the record, 
was bought on a credit basis. Apparently the cash phase of the trans- 
action had changed somewhat, and it became a mortgage purchase for 
one of the three. 

Now, in that respect, if it were a mortgage purchase, it would seem 
to me—I don’t know, but it would certainly seem to me—that if the 
legal department had fully exercised its responsibilities, it could well 
have established whether or not in the interim there had been Chinese 
or other alien money in the control of that vessel, at least the mortgaged 
vessel, 

Mr. Fianacan. I was going to ask you about that. 

It is my understanding of the Ship Sales Act of 1946 and the regu- 
lations under that act that it is a responsibility of the Commission 
prior to the time that they allocate vessels to an applicant, to deter- 
mine three major items; one, the operating ability of the applicant, 
his financial ability, and his citizenship. 

Now, as our record shows, and has been previously discussed, the 
National Tanker Corp., which was allocated three vessels on the 
22d of January 1948, was not in fact incorporated under the laws of 
the State of Delaware until the 23d. 

Now, in view of that situation, could you tell the committee how 
you or any other of the Commissioners could have possibly considered 
the operating ability, the financial ability, or the citizenship aspects 
of a nonexistent corporation ? 

Mr. McKeroucn. Well, first of all, Mr. Flanagan, the allocation 
of a sale is a far-removed factor from the consummation of the sale. 
We might have many, many applications in an oral way presented to 
us by the gentleman in charge of the sales section, saying he has the 
following applications for purchase. Now, the Commission allocated 
on that basis on numerous occasions allocations of surplus ships for 
sale. That didn’t mean that the sale was to be consummated. The 
responsibilities would rest on the various departments of the Com- 
mission. 

With reference to the financial stability, and so forth, the Division 
of Finance and Accounts would jointly work over the balance sheets 
and the necessary data to determine by their investigation whether 
that factor was met. Their operating ability was looked upon and 
checked by those in charge of the operating section of the Commission. 
The citizenship and other related factors rested with the Legal Divi- 
sion of the Commission, to make the search and the study to determine 
whether or not they met it. 

Now, when the sale was actually approved, that paper would come 
to the Commission in what was called the formalization of a previous 
alloeation; and all of those exhibits were attached to the file as it 
was placed on the agenda of the Commission; and we were then in a 
position to determine pretty well ourselves, based on the advice of 
our staff, whether or not those factors were met. The legal depart- 
ment would have to indicate that they were satisfied with the affidavit 
of the officers of the company, that it was an American corporation, 


r 
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if it were to be for an American flag; or if it was an American corpora- 
tion, if it were to be fora foreign flag. But the papers would indicate 
what the registry was to be American or for eign. So that the alloca- 
tion was not a consummation of the sale. 

Senator McCarrnuy. May I interrupt ? 

Mr. Chairman, I would like very much to stay here and listen to 
this witness, but we have an appropriations hearing on the State 
Department this morning. My friends are down there, and I would 
like to be there. 

I would like to say to you, Mr. McKeough, however, that you should 
be complimented on the excellent job you did while you were with 
the Commission. 

Mr. McKrover. Thank you. IT hope you will not be too rough with 
us in that appropriation for the State Department. 

Mr. Franacan. Commissioner, at the time that you voted to allo- 
cate these three oe to National Tanker, or at any later date—— 

Mr. McKroven. Pardon me, Mr. Flanagan. May I interrupt for 
just a minute to complete that phase of the oper rating factor?) We 
were getting some applications in the early days of the Ship Sales 
Act activities, as you can well surmise, and many of the applicants 
were asking to buy the vessels for cash. If it could be so construed 
that much of the responsibility of the staff could be removed, in the 
way of paper work, by a cash payment indicating that the require- 
ments of operating experience and financial stability, et cetera, were 
taken care of, it would relieve us of a great deal of work, as vou can 
appreciate. 

Under date of October 3, 1946, Mr. Francis B. Goertner, general 
counsel of the Commission, treating of that feature in connection 
with application No, 2215 for the Blue Star Line, Inc., wrote to 
the then director, Mr. Cornwell, division of large sales, the follow 
ing. May I read? 

Mr. Fuanacan. Yes, sir. Go ahead. 

Mr. McKroven (reading) : 

Reference is made to the above applications and to the report of the Division 
of Economics and Statistics on the question of citizenship. My comments are 
as follows: 

1. An examination of the applications indicates that the corporation was formed 
in December 1939 with an authorized capital of 500 shares. The application indi 
cates that Mr. William P. Vestey owns 250 shares and Helen P. Vestey owns the 
remaining 250 shares. These two persons together with H. N. Cottle, who 
is not a stockholder, constitute the Board of Directors. The corporation 
is domestically organized. In addition to this information, an apporpriate affi- 
davit of citizenship has been annexed to the application. With this state of 
facts, there is ample justification for determining the American citizenship of 
the applicant. 

2. The information furnished by the Division of Economics and Statistics 
refers to the period from 1935 to 1939, and undoubtedly refers to an earlier 
corporation with possibly the same name. I have been advised by Mr. R. L. Don- 
ovan, representative of the company, that the old Blue Star Line, which was 2 
British subsidiary, was completely dissolved, and the new corporation has no 
connection therewith. I am always glad to receive from the Division of Eco- 
nomics and Statistics any information which they believe would warrant a 
fuller investigation of the citizenship question, but I do not believe, in view of 
the complete information contained in the application and the above explana- 
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tion, that any such further investigation is necessary in this particular case. 
» 
*?. er 


and this is the most important part, as I recall it, of his letter 


With regard to financial requirements, it is the opinion of the Legal Division 
that where a citizen purchaser pays full cash for the vessel, the Commission is 
justified in considering this fact as prima facie proof that the applicant possesses 
“financial resources * * * necessary to enable him to operate and maintain 
the vessel under normal competitive conditions.” This deteremination on our 
part is based upon circumstances currently existing and would not necessarily 
apply in the event of a radical change of conditions in the future. 

That is signed by Francis B. Goertner, assistant general counsel. 

I merely read that memorandum for the purpose of indicating that 
where it was a cash transaction, in the light of our legal department's 
opinion, the requirement of the stability, financial and operating expe- 
rience, and so forth, was on the face of it automatic ‘ally acceptable 
for the reason, I presume, that anybody that would put up approxi- 
mately $2 million for a vessel and pay cash for it would obviously 

carry with it an experience or at least sufficient self-confidence as a 
psd. Sl er to take care of a $2 million investment in the way of 
tanker. 

Mr. FLanacan. At least a sufficient confidence in themselves / 

Mr. McKroven. That is what I mean. Yes. 

Mr. FLanaGan. You were discussing the fact a few moments ago 
that it was not an uncommon practice of the Commission then to 
allocate vessels to a corporation and then, prior to the time that the 
actual deliveries would be made, that some check would be made by 
the staff as to the operating and financial ability, et cetera / 

Mr. McKrovenu. Yes. 

Mr. FLaAnaGan. Now, in view of the fact that there is some indica- 
tion, at least in this record, that some of these firms which were allo- 

cated vessels would go out and peddle these allocations, in effect, do 
you think that that was a good procedure ¢ 

Mr. McKrover. You mean with reference to an American-owned 
ship with American flag / 

Mr. Fuanacan. Any flag. 

Mr. McKerovuen. Selling it to another American ? 

Mr. FLanaGan. Yes. 

Mr. McKroucn. Well, I will tell you, Mr. Flanagan. I certainly 
can't contest that. I recall in one instance we had some war-built col- 
liers. We had very few of them, and they were most desirable, in that 
there was a considerable loss in the early months of our participation in 
the war in the way of sinkings by German submarines of both tankers 
and colliers. The colliers were employed in the main for carrying 
coal from Norfolk up into the New England area. And as a 
result of the need for very heavy industrial activities in that section 
of the Nation, the need for coal was very. very aceelerated, and the 
movement was very prompt and fast. And the targets were there for 
the German submarines to knock over. 

Well, when the war finished, and these Government-built colliers 
were available—and incidentally, I might pay a compliment to who- 
ever it was in the collier field who was responsible, because they were 
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able to prevail on the Congress to provide the sales price for-those col- 
liers, as I recall it, as Liberty cargo vessels, which was the cheapest 
price of any of the war-built craft, and they were worth very much 
more money. 

Well, one of the companies that had had heavy losses in the war 
was the American-Hawaiian Line. The law provided that those who 
suffered most in the way of losses were to be given preference in the 
allocation of vessels that the Commission had for sale, sale out of the 
surplus fleet. The American-Hawaiian Co., as I recall it, was al- 
located two of these colliers, even though their activities were inter- 
coastal and not confined to the movement of coal from Norfolk and 
similar points north to New England. 

I learned, in a meeting some months following the allocation, the 
acceptance, ‘the delivery, and I presume the use, by the American- 
Hawaiian Line, for the collier activity of moving coal and other bulk 
commodities, that they sold those two ships. And they sold them at 
a profit as I recall it, of a million dollars, at a $500,000 profit in the 
case of each of the two ships. 

Now, I was quite astounded at first blush that that had taken place. 

Mr. Fuanacan. Did they ever operate the ships? 

Mr. McKeroveu. I think they did. They sold them subsequently 
to one of the collier operators on the east coast. 

Now, if I were to say today that the American-Hawaiian Line had 
no right to sell those colliers after they had met the law, paid for them, 
owned them, I would be guilty of attacking the private enterprise 
philosophy of property. 

r. FLANAGAN. I am not talking about cases where operating com- 
panies take the ships and operate them and then sell them. I ain 
talking about companies such as National Tanker, which got an allo- 
cation of ships and even before they got the allocation, they had 
already entered into an agreement with United Tanker to bareboat 
charter the ships over a long period of time and had already entered 
into agreements to give irrevocable stock options for all the stock in 
the corporation. In other words, they never had any intention of 
operating these ships. That is what I am talking about. 

Mr. McKgovucn. Well, I still say that there is a shade, there is an 
area, in which I wouldn’t want to say that there was any denial in 
the Ship Sales Act for a speculator of American citizenship with the 
money to come in, pay cash for a vessel, if he wanted to speculate, and 
sell that ship. I can’t take the position that that is unlawful. I 
don’t know how it could be. 

Mr. FianaGan. As you indicated a while ago, and I agree a hundred 
percent wih you, the primary purpose of the Ship Sales Act—the pri- 
mary purpose of selling these ships, was to encourage and develop a 
strong merchant marine. 

Mr. McKxoven. That is r ight. 

Mr. Fianacan. Now, if you are turning the ships over to specu- 
lators, it is difficult for me to see how you are enc ouraging a strong 
American merchant marine. What you are doing is turning them 
over to speculators and making the end user, the Teal operator, pay 
a higher price for the ships. 

Mr. McKroveu. That could be. But hasn’t that been done in 
every one of the surplus property sales, practically, in America? 
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Senator Nrxon. Actually, Mr. McKeough, you do not see anything 
wrong with this whole transaction, do you? It was all right? 

Mr. McKeroueu. Oh, no. You haven't come to the point where I 
differ very vigorously. 

Senator Nixon. What was wrong with it? Let us get right down 
to brass tacks, 

Mr. McKrouecnu. What was wrong, in my judgment? 

Senator Nixon. Yes, in your judgment. All the other Commis- 
sioners indicated they thought there was something wrong with it. 
You are indicating up to this point that this transaction was s all right. 

Mr. McKxoueu. No, no. 

Senator Nrxon. I just want to get the facts. I want to find out 
what you do think. Yeh apparently were in the minority, and I was 
of the opinion you felt there was something wrong with this trans- 
action. I just wondered, What was wrong with it? If it was not 
wrong to sell these ships for the purpose of speculation, in other words, 
to sell on allocation for the purpose of speculation—that is what was 
done here. National Tanker never owned these ships. You know 
that. 

Mr. McKxoveu. That is right. 

Senator Nrxon. All that they did was to get the right to buy them 
from the Maritime Commission and to sell that right to buy, traffic 
in effect in the right to buy, from the United States Gov ernment, to 
National Tanker. You say there was nothing wrong with that. 

Mr. McKroven. No, I don’t. 

Senator ae What was wrong? 

Mr. McKroveun. I am talking generally, Senator, with relation to 
the question of whetlien or not “anybody had a right to come in and 
buy a ship. I think maybe I can help you if you will permit me to 
proceed. 

Senator Nixon. Go ahead. 

Mr. McKxroven. But to buy the ship to sell to someone that uses 
alien money is something else again. I didn’t agree with that. And 
as evidence that I protested it, on December 19, 1949, I addressed 
a communication to the then Chairman of the United States Maritime 
Commission, with relation to a report that had been prepared growing 
out of constant rumors up and down the corridors that many of the 

sales for what was allegedly American-flag operation had alien money 
in the majority of the ownership of the vessel, or the corporation. 

We asked that the general manager review all of the sales, where 
there was any question about the nationality of those who had the 
majority of the money in the sale; and to report back to the Commis- 
sion. That he did. The report was dated November 22, 1949. It is 
from the general manager, on ownership of stock by purchasers under 
the Ship Sales Act. That was presented to the een and the 
Commission noted it. I took the report and analyzed it. And I 
found, in the analysis, among other things, that the first ahetinice that 
struck me as being contrary ‘to the law was the National Tankers. 

Now, may I read what I had to s ay in that memorandum ? 

It is dated December 19, 1949, addressed to the Chairman of the 
United States Maritime Commission, who was then General Fleming. 
It was from me to the then Chairman. And I might add at this junc- 
ture that I addressed it to him, gentlemen of the committee, for the 

95335—52——39 
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reason that the Congress, in its wisdom, had recently enacted prior to 
that day what was then known as Reorganization Plan No. 6, a ree- 
ommendation growing out of the Hoover Commission study, for the 
purpose of est: iblishing in commissions what was called, for easy un- 
derstanding, I presume, “ a strong chairman,” that would take over 
all of the administrative and personnel matters of all commissions. 

Frankly, when Congress enacted it, I had to accept it. I want to be 
on record. I want to be fair. If 1 were in Congress, I never would 
have voted for it. IT never would have put that much power in the 
single administrator of any commission. I couldn't disagree with the 
philosophy more. But that is why I addressed this communication to 
the then Chairman. Under law, I was compelled to address him; no 
longer to address the Commission, because it was an administrative 
difficulty that prompted this communication from me to him. And 
while it is lengthy, 1 think it is pertinent, Senator Nixon, if you will 
permit me to proceed, 

Senator Munpr. Give us the date. 

Mr. McKerougu. It is dated December 19, 1949. 

These are my comments with reference to the report of November 22, 
1949, from the general manager on ownership of stock by purchasers 
under Ship Sales Act: 


In connection with the above report dealing with cases of heavy foreign hold- 
ings in vessels sold by the Maritime Commission for operation under the Ameri- 
can flag, and with the practice of a number of companies of chartering their 
vessels for long periods of time to foreign afliliates or subsidiaries, presumably 
for the purpose, among others, of gaining tax advantages, I am calling your at- 
tention to the citizenship requirements of the Merchant Ship Sales Act of 1946 
as they affect sales to citizens of the United States under section 4 of that act. 
All the vessels listed in the attachment to the general manager's report, which 
the Commission noted on November 29, 1949, were sold under section 4 and all 
purchasers have submitted affidavits as to their United States citizenship and 
were found to qualify as United States citizens by the Commission's general 
counsel, 

Section 3 (definitions) of the Ship Sales Act defines "Citizen of the United 
States” as including “a corporation, partnership, or association only if it is a 
citizen of the United States within the meaning of section 2 of the Shipping Act 
of 1916, as amended.” 

Section 2 of the Shipping Act of 1916, as amended, in the pertinent parts, 
reads, as follows: 

“(a) That within the meaning of this Act no corporation, partnership, or as- 
sociation shall be deemed a citizen of the United States unless the controlling in 
terest therein is owned by citizens of the United States, and, in the case of a 
corporation, unless its president and managing directors are citizens of the 
United States and the corporation itself is organized under the laws of the 
United States or of a State, Territory, District or possession thereof, but in the 
case of a corporation, association, or partnership operating any vessel in the 
coastwise trade the amount of interest required to be owned by citizens of the 
United States shal! be 75 per centum. 

“(b) The controlling interest in a corporation shall not be deemed to be 
owned by citizens of the United States (a) if the title to a marjority of the stock 
thereof is not vested in such citizens free from any trust or fiduciary obligation 
in favor of any person not a citizen of the United States; or (6) if the majority 
of the voting power in such corporation is not vested in citizens of the United 
States;or (¢) if through any contract or understanding it is so arranged that the 
majority of the voting power may be exercised, directly or indirectly, in behalf 
of any person who is not a citizen of the United States; or (d) if by any other 
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means whatsoever control of the corporation is conferred upon or permitted to 
be exercised by any person who is not a citizen of the United States.” 
From the information contained in the above report 


meaning the general manager’s— 


and additional information in the possession of the Commission, the following 
companies, although presently recognized as United States citizens, do not appear 
actually to qualify under the provisions of law quoted by me above. 

1. National Tanker Corp., listed under “American Overseas Tanker Corp.’’-—— 

Mr. FuanaGan. Now, why don’t you think that National Tanker 
qualified ¢ 

Mr. McKeroucu. For the reasons I set forth in this memorandum, if 
I may read. 

Mr. FLanaGan. Go ahead. 

Mr. McKeroveu (reading :) 

Two T2 tankers approved for sale to American Overseas are actually owned by 
National Tanker Corp. which is shown to be a wholly owned subsidiary of 
United Tanker Corp., a Delaware corporation. It is stated that all of United 
Tanker’s preferred stock, 25,000 shares, is held by China Trading and Industrial 
Development Corp., a Chinese corporation (domiciled, I understand, at New York 
and Shanghai, the latter now Communist-held territory), and that of United 
Tanker’s total common stock of 85,000 shares, 84,960 are held by China Industrial 
Foundation, a Delaware corporation, said to be organized for charitable 
purposes-——— 

Senator Nixon. Right at that point, Mr. McKeough, there has been 
throughout the hearings, Mr. Chairman, constant reference to the 
China International Foundation as being a charitable corporation. 
Consequently, I am interested, as I know the other members of the 
committee and the staff are, in determining whether or not the Internal 
Revenue Bureau had made a finding that China International Founda- 
tion was a charitable corporation. Because we know under the law 
that to get the exemption it is necessary for the Bureau to consider the 
application and make the finding. 

Mr. McKroven. Yes, sir. 

Senator Nixon. I learned yesterday, through talking with mem- 
bers of our staff, that actually the Bureau of Internal Revenue has 
not found that the China International Foundation is a charitable 
corporation, and that now a very serious question has arisen which 
would indicate at this time that a finding will be made that it is not 
a charitable foundation, on the ground, as brought out in these hear 
ings, that the foundation is indirectly operating a profitable enter- 
prise through its ownership of all the common stock of United, and 
thereby is in competition with businesses which are, of course, paying 
taxes. 

I thought it was well to get that in the record at this point. 

Mr. McKroven. I can’t quarrel with that. I am very happy to 
hear it. 

Continuing: 

Whereas the report— 
meaning the general manager's report— 


furnishes information, with respect to other listed companies having two classes 
of stocks, showing how much was paid for each class of stock so that the actual 





606 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


foreign interest, dollarwise, is shown or can be computed, this information was 
not supplied with respect to United Tanker Corp. However, upon inquiry, I am 
advised by the Chief, Division of Vessel Disposal, that as of December 31, 1948, 
the 25,000 shares preferred stock held by a foreign corporation had a par value 
of $100 each or a total of $2,500,000 and that there were two classes of common 
Stock, with a total of 10 shares of class A outstanding at $100 each, or $1,000 
plus 75,000 shares class B at a value of 10 cents each or a total of $7,500. 
anne to the report, the common stock is held by citizens of the United 
tates. 

It thus appears from the latest available information that of the total capital- 
ization of this company of $2,508,500, noncitizens contributed $2,500,000, with 
American citizens owning the esaaree ti ely nominal amount of $8,500, or about 
one-third of 1 percent. 

In a parallel case, viz, that of the Virginia Steamship Co., Inc., the Commission 
at its meeting of April 6, 1949, approved the recommendation contained in my 
memorandum of March 21, 1949 (copy attached), that the purchase application 
of this company be denied because “over 99.9 percent of the company’s resources 
were invested in it by foreign citizens” with the result that the majority of the 
stock of the company was not vested in United States citizens, and, therefore, 
the controlling interest was not owned by citizens of the United States within 
the meaning of section 2 of the 1916 act. The ownership and operation of mer- 
chant vessels under United States flag and registry by foreign capital is exactly 
what Congress tried to outlaw by amending the 1916 act to its present form in 
1918. I am attaching hereto extracts from the Congressional Record, House, 
June 19, 1918. 


Now, with your permission, I would like to submit the balance of 
this. It is about four pages. But I would like to make a comment 
here if I may. 

Senator Nixon. Before you make that comment, on the last point 

vou made, I would like to ask you a question. I gather, then, from 
that analysis, which, interestingly enough, was made 2 years ago, and 
which it seems to me very expertly analyzes the facts in this case which 


the committee has been trying to get at over the past 3 weeks, that 
that analysis indicates that your opinion is that the transfer of ships 
to a corporation like United would be illegal. Is that the case? 

Mr. McKeroucn. Absolutely. 

Senator Nixon. Isee. In other words, what was accomplished here, 
then, indirectly, through setting up National and then United’s pur- 
chasing the stock of National, was in your opinion that they thereby 
evaded the law? 

Mr. McKroveu. I think so. 

Senator Nrxon. And it would have been a direct violation of law, in 
your opinion, for them to have gotten the ships directly from the 
Maritime Commission ? 

Mr. McKroveu. I agree with you, Senator. And I am wondering 
what the Commission did about it. I never got any reply from the 
general. I don’t know what he did. 

Senator Nrxon. That is what I was wondering. You have never 
received a reply from that letter? 

Mr. McKrovuaen. No, sir. I asked that he advise me at the tail end 
of it. And I wonder if your committee would be interested enough 
to ask the Maritime Commission what, if anything, was done about 
these cases. 

As I understand it, they are still registered American, with Ameri- 
can flag, controlled by alien interests. 

Senator Nrxon. Let me get this straight. These are some other 
companies which you think are, to a certain extent, on all fours with 
this case. 
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Mr. McKeroueu. Pretty much. I have asked experts to check, and 
if they are as I think they are, I recommended that the then Solicitor of 
the Commission—And I purposely recommended that he do it, be- 
cause obviously I didn’t want the general counsel to check his own 
work. I wanted the Solicitor of the Commission, who was another 
lawyer, to check. And if the facts were as I had indicated, growing 
out of the report of the general manager’s analysis, then I asked that 
the matter be referred to the Department of Justice and the law ap- 
plied, which, as I understood it, permitted the Government to seize 
the ships. 

Senator Nrxon. Is it possible, do you think, that the Justice De- 
partment’s action in libeling the Meacham might have been indirectly 
the result of your activity? 

Mr. McKeovueu. I am immodest if I admit that I might have had 
something to do with it. But there isthe record. I will stand on the 
record. And if it took 2 years, I think it took a long time. It may 
well have been that the vessel didn’t come back to an American port 
until that time. 

Mr. Fuanacan. Mr. McKeough, we will place in the record the 
entire memorandum. I have a copy of it here. 

But I think for purposes of clarification, here, I might ask: You 
mentioned National Tanker, and you also mentioned American Vik- 
ing Corp. 

Mr. McKrovex. Of which Mrs. Konow is president. 

Mr. Franacan. Of which Mrs. Konow is president; yes. 

And that is a subsidiary of United. You mention Arctic Tankers, 
Inc., which is another subsidiary of United. You also mention 
United States Petroleum Carriers, Inc. 

Mr, McKrovcu. United States Petroleum Carriers, Inc. ? 

Mr. Fuanacan. Yes, United States Petroleum Carriers, Inc., which 
was discussed in these hearings at some length with Mr. Dudley and 
with Mr. Rosenbaum. 

Senator Nixon. That is another Rosenbaum interest ? 

Mr. Franacan. Yes. That is the one where Mr. Rosenbaum and 
Mr. Dudley took a stock interest. And you also mention Victory 
Carriers, Inc., which is a subsidiary of United States Petroleum, which 
was also one of those corporations in which Mr. Dudley and Mr. 
Rosenbaum were interested. 

Mr. McKrouen. May I ask, Mr, Flanagan, if, attached to your copy 
of my memorandum, there is a copy of the extracts that I referred to, 
taken from the Congressional Record back in June of 1918 ? 

Mr. Fuanacan. We have already put those in the record. 

Mr. McKeoven. I think they are rather illuminating, and I think 
as a former Member of Congress, if you will permit me, I would like 
to pay a compliment to the Member who was then handling the bill 
on the floor of the House, named Saunders, of Virginia. And with 
no desire to in any way embarrass any of the attorneys—and I am not 
one—he says, in his attempt to safeguard against this very thing: 

We have sought to make the language used so sweeping and comprehensive 


that no lawyer, however ingenious, would be able to work out any device under 
this section to keep the letter, while breaking the spirit of the law. 


: There is just one other quote I would like to put in at this time if 
may. 
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Mr. Fuanacan. Very well. 
Mr. McKeroucu (reading) : 


In other words— 


Mr. Saunders continuing— 


by the wording of this amendment, such a situation is intended to be brought 
to pass that by no possible legal legerdermain can any arrangements be made 
by which the controlling interest may be in the hands of some other person 
or persons than citizens of the United States—— 

Senator Munpr. What we have had is certainly an eloquent illus 
tration of legal legerdermain; would you not agree to that 4 

Mr. Me Krot cu. Well, I thought that it would be appropriate for 
me to refer to Mr. Saunders’ timely warning of 1918 that now comes in 
1952 to have some iii and effect. 

Senator Munpr. He seemed to be a very good prophet at that time. 

Mr. McKroveu. I thought he was a very able gentleman. I didn’t 
know him. But I think the record at this point should pay him that 
compliment. 

Senator Munpr. Asa former colleague of yours, | would like to com- 
pliment you on the fact that in December 1949 you were then doing 
your best to label as illegal and as a violation of law the very same 
transaction which now, in 1952, this committee is addressing itself to; 
which indicates to me that former Congressmen make pretty vood 
C'ommiussioners. 

Senator Hory. Even if they are political ? 

Senator Munpr. Even if they are political. 

Mr. Franacan. At this point, I would like to ask the chairman to 
place in the record Commissioner McKeough’s memorandum to the 
Chairman of the United States Maritime Commission dated Decem- 
ber 19, 1949. 

Senator Hory. That will be exhibit 56. 

(The document referred to was marked “Exhibit 56” and will be 
found in the appendix on p. 731.) 

Mr. McKeroven. Is there att: a to it the case of the Virginia 
Steamship Co.? That was in March 1949. Three years ago we 
caught that one. And prior to that, incidentally, if I may burden the 
record—I think it is appropriate that you have all the cases—here 
is one in July of 1949, an applic ation of the Panamerican Ste amship 
Corp. Thatisa rather interesting one. It took quite a little time— 

Senator Nixon. May I ask you this question? Who represented 
Virginia Steamship / 

Mr. Mc ‘Keovucnu. I I don’t know. 

Senator Nixon. Do you remember who represented the Panamerican 
Steamship Corp. ! 

Mr. McKroveu. No, but the record certainly must be in the office. 

Senator Nixon. What I mean is: Were any of the people involved 
in the current investigation involved in these cases / 

Mr. McKroven. Not that I know of. In the Virginia Steamship 
case, there was a gentleman named Friedlander, who at one time 
worked at the Commission and since died. A very nice person. I 
didn’t want to do any violence to him, because I don’t think he was 
attempting to fool us. Maybe he was. But in any event, he didn’t 
get the ship. 
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Mr. Fuanacan. Now, Commissioner, in view of the facts that were 
set forth in your memorandum of December 19, 1949, which are in 
effect the same facts concerning financing in the National Tanker- 
United ‘Tanker case that have been brought out in this hearing, if 
you had known those facts, had you known on Januar y 22, 1948, that 
National Tanker at that time had already aenere with this United 
Tanker group, which was then financed large ly by Chinese money, 
to turn the ships over to them, would you have voted as you did? 

Mr. McKroveu. Of course not. And I think my record is the best 
evidence that I wouldn't. 

Mr. Fuanacan. Why wouldn’t you have so voted / 

Mr. McKroucu. Because it was an abridgement of the law, as I 
understood the law. 

Mr. FLANAGAN. Because it was illegal / 

Mr. McKroucu. Yes, as I saw it. 

Mr. FuanaGan. Now, another question along the same line—— 

Senator Nixon. In other words, do I underst: mid you to say that had 
the facts been disclosed to you, you would have voted against approv- 
ing the transaction, on the ground that it was illegal ¢ 

Mr. McKroucn. Yes. 

Senator Nixon, Apart from policy / 

Mr. McKroucu. Because section 2 of the 1916 act. as I understood 
that, made it illegal, and the Commission agreed with me in March 
of 1949 that where foreign money controlled the corporation, they 
too agreed. 

Senator Nixon. In other words, this was not simply a violation of 
the spirit of the law, but a violation of the letter of the law ¢ 

Mr. McKerovuen. I can speak freely, Mr. Nixon. Iam not a lawyer. 
So I can say it was, in my underst: anding, a violation of the law. 

Senator Munpr. Did you ever knowingly, as a Commissioner, certify 
to American citizenship any holding corporation or company in which 
American citizens owned only one-third of 1 percent of the stock, on 
the allegation that “% ‘vy controlled 

Mr. McKeroven. I don’t know how the ry could make it stick. I am 
not here to judge whether they could make you believe that. 

But I think if I were where you are and where I was then as a 
Commissioner, they would have a tough job convincing me of it. 

Senator Munpr. They certainly would have a job convincing me. 
And apparently they have not convinced the Department of Justice, 
which has been trying to get back the ship. 

Mr. McKerovueu. I trust you will check that. I am quite sure it is 
one-third. 

Senator Munpr. It is $8,000,000 as against $2,500,000? 

Mr. McK rouen. $8,000, as against $2,500,000, 

Mr. FLanaGan. Commissioner, our record also indicates that in the 
case of the five Casey vessels, which were allocated to the Commission 
in September, eventually those five were sold to the Delaware Tanker 
Corp. And in that case, most of the money was put up, or all of the 
money was put up, by Stavros Niarchos or his corporations. 

Mr. McKeroven. Yes. 

Mr. Fuanacan. Niarchos was a Greek citizen. His corporations 
were Panamanian or Liberian. Now, in that case, would you also say 
that in view of the substantial and very large amount—in this case all 
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the money was foreign—that also would be a violation of the Ship 
Sales Act? 

Mr. McKeroven. Mr. Flanagan, I am not in a position to pass 
judgment on that. Iam nota lawy er. I never have made any study 
as to whether or not the foreign registered vessel could not be disposed 
of to anybody, regardless of citizenship. I am not sure of that. 

Mr. FLANAGAN. It was for eign flag? 

Mr. McKrovuen. It was Panamanian registry 

Mr. Fuanacan. It was American owned. 

Mr. McKeoven. I know. But that is why I opposed consistently 
those sorts of transactions. Testimony was given before another com- 
mittee at one time by an official of one of the great oil companies, who 
was asked what the difference in the cost of. operation would be be- 
tween American crews and the foreign affiliate crews of that par- 
ticular corporation. And, as I reme smber the testimony, the lowest 
cost, on the basis of an American flag ship, with an American crew, 
at least 75 percent, with 100 percent as the base, the closest cost to that 
would be, say, the Canadian, as I remember it. I have it here for ready 
reference. That would be 58 percent of the cost of an American crew. 
The lowest, as I remember it, was Italy or the Netherlands or one of 
the European countries. It would be 30 or 26 percent. Now, it may 
well have been that I exercised too full an interest with relation to my 

country’s treasury. I don’t in any way want to imply that if I were 
still a Member of the Congress I wouldn’t have voted for the Marshall 
plan and all of the other activities in the way of reviving the countries 
of the democratic philosophy as against the Communist. But I think 
every American, if he is worthy of living here as a citizen, ought to be 
willing to pay his bit to maintain this country that he was lucky 
enough to live in. And I had a very deep and personal conviction that 
the American corporation that sought the purchase of vessels to put 
under foreign flags did it for the purpose of defeating the full pay- 
ment of taxes to his Government, and in doing it he defeated the 
American crew men from earning salaries by which they, in turn, 
could make their contribution to the American Treasury. And I have 
grave concern about it. It is $260 billion, approximately, tonight. 
And God grant that it is never going to be harassed to the point that 
it can’t meet its current oe, 

But not even my country, as I understand it, and as strong as I 
think it is and as glorious as it is, can go on indefinitely borrowing 
money and adding to a $250 billion to $9KO billion debt, and get by. 

If.we ever have a slow-up industrially in this country, in my humble 
judgment, I am afraid that even the integrity of my country’s treasury 
may become involved. 

So I have no sympathy with those Americans, alleged Americans, 
who came to the Commission or any other place in this country to buy 
something under the name of another foreign corporation, for the 
purpose of avoiding their full tax load. And I am very happy to have 
the opportunity to say so today. I still believe that. 

Mr. Fuanacan. And that is the reason, is it not, why you voted 
against allowing the Casey group to have those first five tankers to go 
under Panamanian flag? 

Mr. McKeoven. Exactly. 

Senator Munpr. On that very point, or a closely allied point, Con- 
gressman, a great effort has been made to convince this committee that 
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the Maritime Commission did not look with disf: ne upon the use 
of these tankers in trade with Communist China. I do not know 
whether you were here yesterday. 

Mr. McKxovau. Yes, I was. 

Senator Munpr. I want to ask you, then, the same question I asked 
then. 

You will recall that under Order No. 59, the Maritime Commission 
had authority to stop that kind of trade provided it was under char- 
ter for more than a year. You had no authority if it was less than a 
year. 

Mr. McKrouau. That is right. 

Senator Munpr. Very adroitly, the New York firm who was ar- 
ranging these charters did it for 11 months; which kept it outside 
the purview of your authority. So I want to ask you the question: 
Had they come to you at the stage of history for a permission to use 
these war-built tankers, built with American taxpayers’ dollars, to 
ship goods to Communist China, would you have voted “yes”! 

Mr. McKerovueu. I would have voted “no.” 

Senator Munpr. I am sure you would have voted “no,” because I 
am sure, having served with you in the House, you would have voted 

“no” because you did not want American ships to help Communist 
cause. 

Mr. McKerouen. Of course not. 

And incidentally, it might be well to ask for some sort of a record 
as to what these American-purchased tankers for Panamanian and 
foreign registry flags were used for in that connection. It may well 
be that. others besides these were so used. 

Senator Munpr. It could be; although among like ships owned by 
Americans, other American firms turned down the business. They 
said they refused to deal in the blood of American boys. 

Mr. McKgrovau. I commend them for that. 

Senator Munpr. They refused to help the Communists. This was 
the only firm, the one of Newbold Morris, to engage in this trans- 
action. 

Mr. McKerouan. I am very happy not to have been a part of it. 

Senator Munpr. I am very sure that if you had a chance to stop it, 
you would have done your part. 

Mr. McKeovau. Yes, sir. 

Senator Nixon. Mr. McKeough, I think your testimony is clear on 
this point, but I want to ask you a direct question in regard to the dis- 
closures that were made to you. 

Mr. Morris, in a radio broadcast on February 28, stated that full dis- 
closure was made to the Maritime Commission and full approval 
granted for this transaction which we have been discussing. 

My question is this, Was full disclosure made to you as a member 
of the Commission, and did you give full approval to ‘this transaction ? 

Mr. McKeroueu. My answer is “No” to both features of the question. 

Senator Nixon. As far as that statement is concerned, then, it is 
untrue as applied to you? 

Mr. McKrouen. Yes, sir. He never spoke to me about it. 

Senator Nixon. And it was never brought to your attention by 
anybody else in the Commission, was it ! 

Mr. McKeoueu. No, sir; nor by any anyone else, in or out of the 
Commission. 
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Senator Munpr. They must have referred to some mythical Com- 
mission, because the three preceding Commissioners have also testified 
it was untrue with regard to them. 

Senator Nrxon. That makes it unanimous, in other words. 

Mr. McKeroveun. I think Mr. Parkhurst was with us at that time, 
and I am sure he would feel as we do. 

Senator Nixon. You said when Mr. Morris came to see you that 
was the only occasion on which you discussed this particular trans- 
action. 

Mr. McKerovueu. I didn’t discuss this with him. It was relating to 
another rather interesting feature that came before the Commission. 

It is my recollection, Senator Nixon, that the only thing we got out 
in the way of a prize out of World War IT in the way of any assets 
were, I think, some 13 small German craft. The Prize Court had 
awarded these 13 to the United States. 

And the question came to the United States Maritime Commission 
as to whether or not it was interested in receiving these 13 ships. I 
think that was the number. 

There was a division in the Commission. It is my recollection 
that I resisted it very vigorously, not that I was against getting some 
assets, but we were then long some 3,000 ships in the surplus fleet, 
and I figured we didn’t want to take these 13 sight unseen and prob- 
ably spend the taxpayers’ money keeping them floating in some 
reserve fleet site. And we voted it down, as I recall it. 

Then, as I remember it, some group of coastal operators, American 
operators, made known to the Commission, through its staff, that they 
regretted that we had turned them down. 

It seems that some of them had seen some of these ships, and they 
seemed to fit in pretty well with what they thought they could make 
use of in the operations here in the United States, if we would take 
them and offer them for sale. 

Well, we changed. At least, I did. I think I was the balance 
wheel on that one. I voted to accept them; on the assurance that 
if we offered them, they would make bids, and we could dispose of 
them. That took place. The ships came over. We offered them 
for sale. They were not subject to the Ship Sales Act, because they 
were not war-built ships. They were offered for competitive bid- 
ding, and the Commission sold them. 

One company, as I recall it, either got two or three of them, and 
then ran into some difficulty financially. They come to the Commis- 
sion and approached us in several ways, as | remember it, seeking to 
get the permission of the Commission to sell them to either Norway 
or Denmark and to transfer them back to a European country. 

Now, of course, that was contrary to my theory of what we ought to 
do. I opposed it. And I remember that this Mr. Morris came in to 
see me one day. I think first of all it was a gentleman named Condon. 
I forget the name of the particular company that was involved; the 
records are readily available. 

Mr. Condon had in tervened and sought to develop the sympathy of 
the members of the Commission to relieve this c ompany of its dilemma. 

I remember I had very strong convictions about it, having made a 
few trades in my lifetime on the market. I remember if I took a lick- 
ing, I didn’t go around looking for some fellow to bail me out. I took 
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it. And when the other fellow took it, he took it, he didn’t go around 
crying. 

I said, “I don’t know. This is brand new to me.” 

I said, “I don’t believe this applies anywhere in the world except 
in the Maritime Commission, where, if a fellow makes a bet and loses 
out, he comes and asks the Government to bail him out and use the tax- 
payers’ money to do it.” 

Well, this Newbold Morris came in, and he made the identification 
of this trade and told me he thought that I was rather adamant about 
it, and the fellow was in bad shape. I said, “Of course, I am sorry 
for him. I don’t like anybody to lose money or lose their business, but 
I don’t know that I ought to be a little loose with the other fellow’s 
money. If it is my own, and I want to throw it aw: ty, that is my busi- 
ness, but I have no right to throw away the other fellow’s money. 

So I voted “No.” 

That is the only time I have ever seen Mr. Morris. I have seen his 
pictures recently here in the press. I think he has a pretty tough job 
at the moment. 

Senator Munpr. Who owned these tankers, or ships, or whatever 
they were, in the instant case / 

Mr. McKrovuen. That I speak of now ? 

Senator Munpr. Yes. These were not owned by United Tankers. 
They were owned by some other company that he represented ¢ 

Mr. McKroven. I don’t think there is any connection at all. I 
forget the name. Maybe some of the Maritime people here could give 
you the name of the company. 

Senator Munpr. I would like to have the name. 

Mr. McKroucu. I am sorry, I haven’t got the name. 

Senator Munpr. I was wondering, Mr. Chairman, if you could ask 
one of the other Maritime representatives. 

Senator Hory. Does anybody here from the Maritime Commission 
have knowledge on this subject ¢ 

Mr. Sraxem. I will be glad to furnish it to the committee. 

Senator Nixon. I am trying to find out, Congressman McKeough, 
now, just which facts were concealed from vou when you had to make 
a decision on this matter. 

There was the one that you had mentioned, which is that the 
Chinese ownership was to the extent of 9934 percent and the American 
ownership only one-third of 1 percent. 

I take it they also concealed from you the fact that an option had 
already been worked out whereby these ships were to move immedi- 
ately from National Tanker to United Tanker. 

Was that also concealed from you ¢ 

Mr. McKeovueu. That is correct. 

Senator Nixon. Were there any other concealments except those 
two? 

Mr. McKeroven. I know nothing whatever about what was the sit- 
uation with relation to their option, their financial operations, and all. 

Very frankly, I was very indifferent about it, because, with relation 
to the Panamanian flag, that chilled any interest I might have, and 
with relation to the three that were American, | figured obviously 
they were going to be American. 
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Senator Nixon. You were opposed to this, then, as I understand it, 
for just three reasons; this type of transaction, in which you were 
speaking particularly of the ships which went to United, at the mom- 
ent. You were opposed to it, one, because you thought that the trans- 
action in effect was illegal ? 

Mr. McKeoven. Right. 

Senator Nrxon. You were opposed to it, two, because you thought 
that there was a possibility of tax advantage being obtained by com- 
panies operating under foreign control. 

Mr. McKeoveu. Well, not particularly, Senator. That related it- 
self to the five that were Panamanian. 

Frankly, I don’t know how this kind of a proposition could ever 
have reached the Commission level. 

Senator Nrxon. And then, third, you were opposed to this type of 
transaction because of the policy reason, that you did not like foreign 
control, with resultant low wages in competition with the American 
merchant marine. 

Mr. McKroven. Right. 

Senator Nixon. That existed, of course, both in the case of the five 
ships, and the three ships as well, as you know. Both companies use 
foreign crews, I mean. 

Mr. McKrovuen. No. I don’t think, with the American flag, they 
could ever leave our port without meeting the law. 

Senator Nrxon. That is exactly the point, Mr. McKeough. 

We have had testimony here which indicated that the three vessels 
operated by United Tanker would leave port, but once they had left 
port we found that in instance after instance, they ended up with for- 
eign crews, including unlicensed radio operators—unlicensed by the 
FCC, 

Mr. McKrovucu. AsI understand the law, Senator, that is of itself a 
violation of it. 

Senator Nixon. That is correct. 

Mr. McKerouen. If somebody gets sick, that is a licensed officer, and 
they are in a foreign port, they are permitted, as I understand the law, 
to borrow a radio operator or first mate or any other licensed member 
of the crew until such time as they return to the States and replace 
that member. 

Senator Nrxon. That question was raised, and the fine eventually 
was paid. 

Senator Munprt. It was not simply a matter of radio operators. It 
seems they gradually switched over to using Philippine crews and 
Chinese crews and others. It seems to me that part of the function of 
the Maritime Commission and of the law, which was rather generous 
with American capital, selling people in the shipping business ships at 
statutory rates but bargain rates. 

Mr. McKeroucn. Very much so. 

Senator Munpr. It seems to me, as I read the law, part of the inten- 
tion also was to give a break not only te American capital but to give 
a fair deal to American labor on these ships—give them ships on which 
to work. 

Mr. McKerovueu. That is right. 

Senator Munpr. So that when you put these ships in the hands of 
people who employ foreign crewmen, are you not also, then, engag- 





ught 
com- 


“dd it- 
ever 


pe of 
reign 
rican 


ie five 
es use 


, they 


vessels 
id left 
th for- 
by the 


itself a 


er, and 
he law, 
nember 
replace 


ntually 


ors. It 
ws and 
tion of 
enerous 
ships at 


e inten- 
to give 
n which 


1ands of 
, engag: 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 615 


ing in sweatshop labor practices which are unfair to labor as well as 
being unfair to capital ? 

Mr. McKroven. I think so. 

Senator Munpr. I had a union man from New York City come 
down and protest about these ships because they were using all kinds 
of foreign labor at wages sharply reduced from what they would 
have to pay American union men on the ships. 

Mr. McKroven. As I recall it, one of the representatives of one of 
the oil companies stated very, very plainly that the cost of operation 
on the crew ran from a high of 58 percent for a Canadian crew as 
against 100 percent for an American-fl: ag crew, to a low of 26 percent 
for the Netherlands. I don’t know whether that could be charac- 
terized as anything but sweatshop procedure. 

Senator Munpr. I don’t know just exactly the answer, but here 
you trace a transaction to a shipping company, United Tanker. They 
get ships at low rates, statutory rates. ‘They were low, they were 
cheap, they were bargain rates. Then you move into a situation 
where they employ sweatshop labor, so that they can cut down and 
reduce the cost of operation. Then you find the ships engaged in 
traffic with Communist China, so that they get premium rates, and 
then it winds up with a tax-exempt charit: able foundation, unless our 
committee finds otherwise. 

But at least we have been told up to now that the China Interna- 
tional Foundation was tax-exempt. 

So, poor Mr. American Taxpayer and Mr. Wage Earner, who is 
also a taxpayer, seem to get gypped at every single step of the trans- 
action. 

Mr. McKerovuen. I think you are dead right. 

Senator Horry. Thank you, Mr. McKeough. We appreciate your 
appearance. 

Mr. McKroveu. Thank you, Mr. Chairman. 

Senator Hory. With reference to the observation made a while ago 
by Senator. Nixon with reference to the China Foundation, and also 
what was said by Senator Mundt with reference to the determination 
of that question, of course the Internal Revenue Department will 
pass upon that. But the Senate Finance Committee has been con- 
sidering very eee the proposition involved in all of these founda- 
tions that escape taxation, where they are engaging in business in 
competition with other agencies. 

Senator Munpr. I am delighted, Mr. Chairman. What chance is 
the taxpayer going to have if a person can go into business i in com- 
petition with the taxpayer and say, “We are taXx- -exempt”? It would 
break down the whole structure. 

Senator Hoey. I do not know what will be determined in the case 
of the China International Foundation, but even in cases where it has 
been said that the purposes of the foundation were consonant with the 
law, the Finance Committee has been making a study of this proposi- 
tion where these corporations not only receive the dividends 
from other corporations but are actually buying the stock of a corpora- 
tion, own all the common stock, and operate in competition with pri- 
vate enterprise. 

Now, my own idea about it is that none of these charitable or relig- 
ious or any other corporations, if they go in business and buy the 
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stock of corporations and operate businesses, ought to be excused 
from paying taxes just like other people. 

Senator Munpr. I agree entirely on that point. 

Senator Hory. The Finance Committee is havi ing its staff study the 
matter now, and we are going to see what can be done about it in the 
future. 

Now, there are a great many corporations, charitable and religious 
and educational, that have been branc ‘hing out into the field of enter- 
prise, taking all the business, paying no taxes, and then proceeding 
in competition with people who do pay taxes. 

Senator Nixon. Mr. Chairman, in that connection, I think that the 
Finance Committee staff would probably profit from a study of this 
transaction, which I think is a pretty good example of just what the 
chairman has mentioned. 

Senator Hory. I shall call it to their attention. 

There is one other witness. 

Mr. Flanagan just wants to take up one or two matters with an- 
other witness. 

Mr. Thomas Stakem will please come to the stand. 

Mr. Stakem, hold up your right hand, please, sir. 

Do you solemnly swear that the testimony you give in this hearing 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Stakxem. I do, sir. 

Senator Hory. Have a seat, sir. 

Mr. Stakem, give your name and address and position to the 
reporter. 


TESTIMONY OF THOMAS EDWARD STAKEM, ASSISTANT TO DEPUTY 


ADMINISTRATOR, MARITIME ADMINISTRATION, WASHINGTON, 
D. C. 


Mr. Sraxem. Thomas Edward Stakem, 2910 North Twenty-fourth 
Street, Arlington, Va. I am employed by the Maritime Commission 
as the Assistant to the Deputy Administrator. 

Senator Hory. Mr. Stakem, how long have you been filling this 
position ¢ 

Mr. Srakem. Since September of 1951. Prior to that time, I was 
associated with the Maritime Commission as the security officer and 
chief investigator. 

Senator Hory. How long was it that you held that position ¢ 

Mr. Stakem. Since March of 1943, Senator. 

Senator Horny. Mr. Flanagan, you may proceed. 

Mr. Fuanacan. Mr. Stakem, I believe you heard the testimony of 
Mr. McKeough, in which he pointed out that there were several com- 
panies which he thought were financed substantially, or in majority, 
by foreign capital. Therefore we brought up the question of whether 
the Ship Sales Act had been violated. 

Could you tell the committee what, if any, action the Commission 
has taken since the inception of this investigation last April with 
regard to those companies which obtain vessels where the companies 
were substantially financed by foreign capital 4 

Mr. Sraxem. In April of 1951, the Maritime Administration di- 
rected me to conduct a field investigation of a number of companies 
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whose citizenship seemed to be in doubt. And since the maritime in- 
vestigation is a one-man operation, namely, myself, I asked the assist- 
ance of the General Accounting Office, and had assigned to me several 
young accountants, and we started the investigation of these com- 
panies. 

On June 15 of 1951, we transmitted over the signature of the Secre- 
tary of Commerce, to the Attorney General, a series of four reports, in 
which we felt that there was some serious question of citizenship that 
should receive the attention of the Department of Justice. 

Mr. FiuanacGan. Now, you were pointing out that the question of 
citizenship involved the legality of the purchases in the first instance. 

Mr. Srakem. That is right. 

Mr. Fuanacan. Now, can you tell us what companies were involved 
and how many ships were involved in these cases which were trans- 
mitted to Justice ? 

Mr. Srakem. Yes. I will take them in groups. There was first the 
United Tanker group, that held title through its subsidiaries in six 

tankers. And then there was the American Overseas Tanker C orp.. 
that had title to the five vessels of Panamanian flag, where there was 
a requirement that there should be title retained in a citizenship corpo- 
ration. 

Senator Nrxon. Would you hold for just a minute before you go on 
with the rest ¢ 

In other words, the Maritime Commission, that is, through your 
investigation, has submitted to the Justice Department not only the 
case of the Meacham, which I understand now has been libeled, but of 
all the other vessels, the other five vessels, owned by United Tanker, 
as raising this question of foreign control. Is that right? 

Mr. Stakem. That is right, Senator. 

Senator Munpr. Can you name those vessels / 

Mr. Srakem. In United Tanker Corp. group, we have the Meacham, 
the Antelope Hills, the Saint Christopher, the Destiny, and the New 
London, all T-2 tankers. 

Senator Munpr. The Meacham, Antelope Hills, Saint Christopher, 
and Destiny. And the last one was what / 

Mr. Sraxem. The New London. 

Senator Munpr. I believe those last two traveled through the Vik- 
ing Corp. into the hands of United Tankers, and the other ones trav- 
eled through the National Tanker Corp. ? 

Mr. Stakem. The New London was held by Arctic Tankers; the 

Saint Christopher and the Destiny by American Viking; and the 
M acham, Kettleman Hills, and Antelope Hills by the National Tanker 
Corp. 

Senator Munpr. The Viking Corp. and the Arctic Tankers, I under- 
stand, were both Konow corporations. 

Mr. FLranaGan. No; just the Viking. 

Mr. SrakeM. Just the American Viking. 

Senator Munpr. Is it the recommendation of the Maritime Com- 
mission that these five ships all be libeled? Or did you find a peculiar 
situation in regard to the Meacham that caused you to urge that to be 
libeled? Or is it a fact that your recommendation suggested they all 
be moved against by legal processes of forfeiture, but the Meacham 
is the only one that has touched an Americ an port, 


and is the only 
one where the papers could be served ? 
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Mr. Staxem. The report that I wrote, Senator, did not contain any 
specific recommendation, but was a factual study of what we had 
uncovered in our field investigation. 

Senator Munpr. Your report placed all five of these ships in the 

same category ¢ 

Mr. Stake. ‘That is right, Senator. 

Senator Munpr. There is nothing about your report, then—— 

Mr. Staxem. That would separate one from the other? No, sir. 

Senator Munpr. Our information is that the reason the Meacham 
has been libeled and not the rest is that only the Meacham has come 
back to port, so that papers can be served on it. That confirms what 
you say that the same evidence applies to all five. 

Mr. Sraxem. The same evidence applies to all, although I feel there 

have been other of the ships in that group that have touched American 
ports. But the Meacham case is the only one that is in court at the 
present time. 

Senator Munpr. It seems to me somebody has been very derelict in 
the Department of Justice, then, if they have touched American ports, 
and if they let them leave again before serving the papers. 

Mr. Sraxem. I would say, Senator, that I have been w orking very 
closely with the Department of Justice, and I know that they are 
diligently pursuing the whole question. 

Senator Nixon. Is this not a case, as I understand it, where they are 
using the Meacham as a test case, and once they get the Meacham case 
determined then they presumably will be able to move on the other 
cases ¢ 

Mr. Sraxem. I would say that is a fair statement, Senator. That 
is correct. 

Mr. FianacGan. It is also true, is it not, Mr. Stakem, that most of 
these vessels have not touched American ports ? 

Mr. Straxem. Yes. 

Mr. Fuanacan. And these libel proceedings originated by the Jus- 
tice Department are in rem proceedings, in other words, the proceed- 
ings must be against the vessel itself, and you cannot proceed against 
the vessel until it comes within the jurisdiction of the Federal courts 
of the United States in one of our ports. 

Mr. Sraxem. That is right. But the reason I qualified the answer 
is because I know that the Saint Christopher has been in at least once. 

Senator Hory. Proceed, Mr. Flan: agan. 

Mr. Fuanacan. You gave United Tanker, which had six tankers; 
AOTC, with five. Will you go down the line and give the others? 

Mr. Srakem. Yes. North American Shipping & Trading Co., Inc., 
nine tankers and six Liberty ships. 

Mr. Franacan. That is North American Shipping & Trading, with 
nine tankers and six Libertys. 

Mr. Sraxem. That is right, sir. 

Mr. Firanacan. Allright. 

Mr. Strakem. The U.S. Petroleum Carrier Corp. and its subsidiaries, 
12 tankers, 2 Liberty ships, and 7 Victories; making a total of vessels 
involved in the investigations that we have sent to Justice of 32 tankers, 
8 Libertys, and 7 Victory ships. 

Mr. Firanacan. That makes a total of what ? 

Mr. Srakem. Forty-seven. 
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Mr. FLanacan. Forty-seven vessels and four corporations. 

Mr. Staxem. That is right, sir. 

Mr. Fuanacan, And all those cases are now under active investiga- 
tion by the Department of Justice for the purpose of determimng 
whether or not they should be libeled and forfeited back to the United 
States Government ? - 

Mr. Strakem. That is right; to test the citizenship of the owning 
corporations under the meaning of section 2 of the Shipping Act of 
1916 as amended. 

Mr. Fuanacan. And these libel actions, to be successful, if they are 
successful, will show, will prove, that all of these 47 vessels were ob- 
tained illegally or in violation of the Ship Sales Act of 1946. 

Mr. Srakem. That is right. 

Mr. FianacGan. I have no further questions. 

Senator Horry. And further questions ? 

Mr. Stakem. Except for one qualification, Mr. Flanagan, that in 
the case of some of these ships they were acquired by the corporations 
that I have named by buying out the shares of stock in other cor pora- 
tions, that did succeed in getting them from the Maritime Commission. 

Mr. FLANAGAN. Yes, we realize that. But it would still be a vio- 
lation of the Ship Sales mee 

Mr. Staxem. It would be a violation of section 2 of the 1916 act, but 
not a violation of the 1946 act for the company that had the ships and 
sold to these groups that I have named. 

Mr. Fuanacan. Well, to clarify it, then: In each one of these cases, 
if they are successful, it will have to be proved that the 47 vessels were 
obtained in violation of either the Ship Sales Act or the Merchant 
Marine Act of 1916, as amended / 

Mr. Stakem. That is right, sir. 

Senator Hory. Any further questions ? 

Senator Munpr. Do I understand it from what you last said, that 
the circumstances were identical in each of these four transac tions, or 
that in various ways, through different methods, one case as against 
another, the ships ended up in the hands of foreign control ¢ 

Mr. Srakem. I think your latter proposition, Senator, is more cor- 
rect, that the situation is not exactly the same in each case, but each 
case stands on its merits. 

Senator Munopr. Let me ask you this question, then. Since you 
have made an investigation, you will undoubtedly find, as we have 
found, that in the case of United Tankers, at the time the transaction 
was originally made, the option was in being to move the ships from 
American ownership in National Tanker to Chinese ownership in 
United Tanker. In either of the other three cases, did you find an 
option in being at the time the original allocation and designation 
of ships was made ¢ 

Mr. Srakem. Not just that way, Senator. There were different 
methods used, but the end result was that we felt there was some 
question of citizenship in the holding corporation. 

Senator Munpr. I want to proceed summarily against any of these 
other groups if there was at the time the patent exception of an option 
in being at the time the Maritime Commission originally made the 
allocation. That is why I wanted you to state if that was the case in 
any of these other three. 

95335-—52——_40 
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Mr. Stakem. No, Senator. 

Senator Munpr. ‘May I ask if you were in the room during all of 
the testimony this morning 

Mr. Svraxem. Yes; I was. 

Senator Munpr. Congressman McKeough, formerly Commissioner 
McKeough, testified that in addition to the fact that Mr. Newbold 
Morris was interested in the China Trading Corp. effort to get these 
ships and in the United effort. to get ships, he approached them on 
a third ship deal. But he was unable to recall from memory what 
this third ship deal was. I wonder if you are the man who could 
add that? 

Mr. Srakem. I am the man who said I would get the information 
and supply it to the committee, Senator. I don’t have it at hand. 

Senator Munpr. You will do that, then? 

Mr. Srakem. Yes; I will. 

Senator Nixon. I have one other question. 

The question has arisen several times during the course of these 
hearings about where the control of vessels really lies. That is, of 
course, a legal question. It, I think, reached a head particularly in 
the colloquy which took place between the chairman of the committee 
and one of the witnesses, in which the chairman contended that as a 
practical matter the control of a corporation rested in the hands of 
those who put up substantially all of the money, even though the stock 
of the corporation, a majority of the stock of the corporation, might 
be owned by individuals who put up a nominal sum of money. 

Now, that was the case, of course, in a number of these ships, the cor- 
porations owning the ships, that you have said you have sent over to 
Justice up to this point. 

But on that particular question, I would like your own opinion. 

Is it your opinion that the control of a corporation and what fol- 
lows, of course, the control of the ships that the corporation owns, does 
in fact lie with those who put up substantially all of the money ? 

Mr. Sraxem. In my opinion, Senator, the stockholdings are just 
one of the tests that the 1916 act has thrown against a corporation 
that wants to own American-flag vessels. 

There are other elements of control spelled out in the act which 
must be taken into consideration, and I know that the Maritime Ad- 
ministration, wherever we get a case where there is a predominance or 
even a majority of foreign capital, we feel that is a case for a field 
investigation, to go out and take a look at the corporation and see who 
is behind it and what the plans are, before we can give them a full 
blessing as a citizenship corporation within the meaning of section 2. 

Senator Nixon. Is it not, as a matter of fact, true that very often 
stockholding is simply used as a subterfuge to cover up actual con- 
trol of a corporation in instances like that? 

Mr. Straxem. That is my opinion, sir. 

Senator Nixon. In fact, that is why you sent some of these cases 
over ¢ 

Mr. Staxem. That is right. 

Senator Nixon. Because in all of these cases, as I understand it, a 
majority of the stock was owned by citizens. 

Mr. Staxem. Yes, sir. 
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Senator Nixon. But in these cases, you found that the control, in 
your opinion, rested actually in noncitizens, because they put up the 
money. 

Mr. Sraxem. In taking into consideration the entire operation—— 

Senator Nixon. Among other things. 

Mr. Strakem. Yes. 

Senator Nixon. But that was a very, very substantial factor, I 
assume. 

Mr. Sraxem. We felt that there was a very serious question, con- 
sidering all of the factors, of the charters, the stock, the agreements 
of purchase, the source of funds. All added together indicated that 
a cloud should be placed upon this series of corporations. 

Senator Nrxon. And then, to bring it to a point, this committee 
has been directing its investigations particularly to the so-called Casey 
ships, five of which are now controlled by the Niarchos group, and 
three of which are now under the control of the United Tanker group. 

Is there any doubt in your mind, any doubt at all in your mind, but 
that in the case of all of these ships involved, the control actually is 
foreign ¢ 

Mr. Stake. I don’t like to prejudge a case that we have asked our 
lawyers to look over very carefully. I would rather answer it this 
way, by saying that in my mind there was considerable doubt as to 
the citizenship of some of these corporations, and that we felt we 
should have the ruling of the Department of Justice on it. 

Senator Nixon. That is all. Thank you. 

Senator Munpr. I would like to suggest, as part of your job, since 
you are the one-man investigating team of the Maritime Administra- 
tion, that you do not just limit yourself to trying to undo the wrongs 
that have been done. This committee has been spending about a 
month almost every morning, every day, and sometimes twice a day, 
and the staff for months and months, I guess almost a year before 
that, first of all trying to unravel this very complicated mess, and 
finally trying to get the thing resolved down to the facts, so that the 
damage that has been done is corrected, so that. if illegally retained 
the ships can be recaptured. 

But I certainly hope, as part of your work, you will make recom- 
mendations to the present Maritime Administration, the present Mari- 
time Administrator, that they so carefully screen these things as to 
make sure that what has been described so very effectively this morn- 
ing by Commissioner McKeough as efforts by ingenious means to 
employ legal legerdemain so that they can circumvent the law, will 
not be successful. 

It is not a very desirable thing for members of the Senate to sit 
here day after day trying to catch up with chiselers who have somehow 
evaded the law. 

And if you can stop it, if you can figure out some w ay that this legal 
legerdemain does not succeed, and if the new Maritime Administra- 
tor will be careful enough to screen these things and make positive 
with punctilious care that you do not let foreign capital get these 
ships, it is certainly going to permit Members of the Senate to do 
things they would much rather do than to have to stick a stick inta 
smelly situations like that. 
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Mr. Staxem. You have my assurance, Senator, as a representative 
of the Maritime Administration, that we will not only follow the cases 
which we have referred to Justice very diligently, but we will assist 
the Justice Department and your conimittee in any further studiesa 
And we are taking all the steps within our command to see that similar’ 
cases don’t happen again. 

Senator Munpr. T am delighted to hear you say that. 

You impress me as a young man who is going to follow that thing 
right down the line. 

‘As one member of this committee, I am getting just a little bit 
weary of having to sit here day after day to try to protect the tax- 
payer's interests, the security of the country, getting smeared in the 
process by witnesses who try to engage in invective and scurrilous 
attacks because somebody has told them, I suppose, as children, that 
the best defense is an offense, who resent the fact that they have been 

called in to be questioned about the nefarious practices in which they 
have been engaged. 

And if you can stop it at the source, congratulations and orchids to 
you. 

Mr. Straxem. I think the committee has done an excellent job in 
following through what is a very complicated situation, and I think 
the staff of the committee, too, should be very complimented on the 
hard work they have put into the preparation of this case. 

I have worked with them, and I know how hard they have worked. 

Senator Munpr. It is a time-consuming and a pretty thankless job. 

Senator Horry. I would like to say, in concluding this hearing, that 
it has been a very complicated and very difficult task which has been 
accomplished, and I want to make public recognition of the able and 
diligent job performed by the staff in the months over which they 
have been engaged. I think our chief counsel, Mr. Flanagan, and 
Mr. William Leece, and all of those who have been associated with 
him in the investigation and development of this case have rendered 
splendid and outstanding public service, for which I am sure the 
members of the committee will join me in commending them. 

Senator Munpr. Mr. Chairman, I would like to associate myself 
with you in that expression, and I would add that as far as I know 
they are the only Americans who have ever been able to solve a 
Chinese puzzle. 

Senator Hory. Before we conclude, let me say that I asked the 

Federal Communications Commission to submit a report with refer- 
ence to fines and penalties. They have submitted the report, in accord- 
ance with the request, under date of March 12, 1952, in the form of a 
letter from the Chairman, Paul A. Walker, by direction of the Com- 
mission, and I will insert this in the record and mark it “Exhibit 57.” 

(The letter referred to was marked “Exhibit 57” and will be found 
in the appendix on p. 741.) 

Senator Hory. Now, this concludes the hearing of this matter, un- 
less something further develops which we fee] called upon to look into. 

In this connection, the staff of course will begin to work in assem- 
bling the facts and going over them preparatory to preparing a report. 

I think the press has given this matter very full coverage, and I 
am sure the American people have been acquainted with the proceed- 
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ings which have taken place and with the practices which have been 
developed in the past. 

I join heartily in what Senator Mundt has said, but I hope the 
Commission will be diligent in trying to prevent recurrences of this 
character and type. I feel quite sure that they will. 

The committee will now recess permanently. 

(Whereupon, at 11:40 a. m., Friday, March 14, 1952, the hearing 
was concluded.) 





APPENDIX 


EXHIBITS 
Exuinir No, 1 


APPLICATION To PURCHASE WAR-BUILT VESSELS, FILED BY AMERICAN OVERSEAS 
TANKER CORPORATION, A CITIZEN OF THE UNITED STATES 


The undersigned hereby offers to purchase the war-built vessels hereinafter 
described (herein called the “war-built vessels”) at the statutory sales price, 
in accordance with the provisions of the Merchant Ship Sales Act of 1946, Public 
Law 321, 79th Cong., 2nd Sess., approved March 8, 1946 (herein called the 
“Act’), and the rules and regulations prescribed by the United States Maritime 
Commission (herein called the “Commission”), sections 299.1 to 299.91, in- 
clusive, of General Order 60, published in the Federal Register, (herein called 
the “regulations”), which the applicant agrees shall be binding in all trans- 
actions in connection with this application. Applicant also agrees that any 
amendment or modification of the rules and regulations shall be binding in all 
transactions approved by the Commission after the date of publication of such 
amendment or modification in the Federal Register. 

In order to induce the Commission to act favorably on this application, the 
applicant submits in support thereof the following information: 

A. As to the applicant: Its citizenship and affiliations 

1. American Overseas Tanker Corporation 
2. Corporation 
>. Organized under the laws of the State of Delaware 
4. Principal office at 824 Connecticut Avenue, N. W., Washington 6, D. C. 

» While the applicant has had no shipping experience, its organization will 
comprise experienced shipping personnel. The applicant intends to charter 
the tankers herein applied for to American oil companies on a long term basis. 

G6. The applicant intends to form a subsidiary Panamian corporation, all of 
the shares of which will be owned by the applicant. 

7. The following are Directors and Officers of the applicant : 


iNo. of Shares 


Name and Address Nationality 
P Owned 


The Hon. Joseph E. Casey, President & Treasurer 4763 Indian Lane, N. W., | U. 8 100 
Washington, D.C 

Julius C. Holmes, Vice-President & Secretary 3115 Woodland Drive, N. W., | U.S 100 
Washington, D.C 

E. Stanley Klein 20 Hereford Drive, Bronxville, New York U.8 100 


The applicant has an authorized capital of 10,000 shares no par value capital 
stock, of which 300 have been issued. There is no other class of stock. 

S. Applicant represents that he is a citizen of the United States. Attached to 
the three originals of this application are affidavits of citizenship in the form 
prescribed by the Commission. 

B. As to the management of the applicant 
9, 10 and 11 omitted because applicant does not seek mortgage aid. 
As to the war-built vessels 

12. The applicant offers to purchase twenty (20) T2-SE—A1 tankers on a 
cash basis, and reserves the right of selection with reference to the designation 
of the tankers to be allocated to the applicant by the Commission. The applicant 
desires the right to reject vessels allocated after they arrive at an American 
port at the completion of the voyage next preceding purchase survey, or after 
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the vessels have been drydocked with the right of substitution of vessels in 
lieu of any rejected. The applicant agrees to purchase the twenty (20) tankers 
on an “as is” basis with whatever allowance the Commission is willing to make to 
cover Classification deficiencies ; however, if the Commission chooses to charge 
the applicant the cost of voyage repairs placed on the vessels during 1947, 
less a monthly repair cost depreciation figure covering each voyage repair 
expenditure by the Commission during 1947, the applicant reserves the right to 
question the cost of 1947 repairs used as the basis of calculation so that the 
final charge may be an amount mutually agreed upon by the Commission and the 
applicant. 

13. Omitted because specific vessels are not herein designated. 

14. The applicant desires to purchase twenty (20) tankers of the T2-SE-—A1 
type. 

15. The applicant is willing to accept all or any of the vessels herein applied 
for. 

D. Terms and conditions of sales 

16. If the application is approved by the Commission, the applicant agrees to 
execute a contract of sale in the form prescribed by the Commission. The 
applicant agrees to pay all of the purchase price not later than upon delivery of 
the vessel. 

17. The applicant proposes to borrow part of the funds needed to defray the 
purchase price of the vessels from banks and/or insurance companies in the 
United States. 

18. It is proposed that title to the twenty (20) tankers be taken in the name 
of the aforementioned wholly-owned Panamanian subsidiary of the applicant. 
Therefore, if this application is approved by the United States Martime Com- 
mission, the applicant intends to apply to the Commission, pursuant to Section 
9 or Section 37 of the Shipping Act of 1916, for- approval to transfer or place 
under Panamanian Registry or flag the vessels referred to above after the ap- 
plicant has purchased them. 

19. Omitted. 

RE. Preference 

20. Omitted. 

F. Supplemental information 

21, 22, 23, 24, 25, 26, 27 and 28 are omitted because applicant is a citizen of 
the United States and does not request mortgage aid or the reconversion of the 
vessels applied for. 

G. As to erhibits furnished 


290. Two (2) executed copies of the Certificate of Incorporation (Exhibit I) 
and By-laws (Exhibit Il) of the applicant are attached hereto. 
AMERICAN OVERSEAS TANKER CORPORATION, 
By Joserpn E. Casey, President. 


(Corporate Seal) 
Attest : 


HoutMeEs, Secretary. 
August 27, 1247. 


District or COLUMBIA SS :. 

I, Josepu E. Casey, being duly sworn, depose and say that I am the President 
of AMERICAN OVERSEAS TANKER CoRPORATION, the applicant on whose behalf I 
have executed the foregoing application: that the applicant is a citizen of the 
United States within the meaning of the Shipping Act, 1916, as amended (U.S. C. 
Title 46, See. 802), and Section 905(c) of the Merchant Marine Act, 1936, as 
amended ; that this application is made for the purpose of inducting the United 
States Maritime Commission to take the action requested herein, pursuant to 
the provisions of the Merchant Ship Sales Act of 1946, and particularly to Sec- 
tion 4 thereof; that I have carefully examined the application and all documents 
submitted in connection therewith and, to the best of my knowledge, information 
and belief, the statements and representations contained in said application and 
related documents are full, complete, and accurate and true. 

JoserpH E. Casey. 

Subscribed and sworn to before me, a Notary Public, this 27th day of August, 
1947. 

[SEAL] JANET T. Drayron, Notary Public. 

My commission’ expires June 14, 1952. 
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AFFIDAVIT OF NATIONALITY 


(Corporation ) 
City oF WASHINGTON, : 
District of Columbia, ss: 

I, Joseph E. Casey, the President of the American Overseas Tanker Corpora- 
tion, hereinafter referred to as Bidder, being duly sworn, do depose and say us 
follows: 

1. That the Bidder is a corporation duly organized and existing under and 
pursuant to the laws of Delaware with principal offices at Washington, D. C. 

2. The names and addresses of all the officers and directors of the Bidder are 
set forth below. 


*3. That in my capacity as said President, I am thoroughly familiar with the 
Bidder’s corporate records and stock books and personally know the officers and 
directors. 

*4. That all of the officers and directors of the Bidder are citizens of the 
United States. 

*5. That title to 100 percent of the stock of the Bidder is vested in citizens of 
the United States free from any trust of fiduciary obligation in favor of any 
person not a citizen of the United States: that 100 percent of the voting power 
in the Bidder is vested in citizens of the United States ; that there is no contract, 
understanding, or arrangement that more than no percent of the voting power 
of the Bidder may be exercised, directly or indirectly, on behalf of any person 
who is not a citizen of the United States, and that the control of the Bidder 
is not conferred upon nor permitted to be exercised by any person who is not a 
citizen of the United States by any means whatsoever. 

JosEPH E. CASEY. 

Subscribed and sworn to before me this 27th day of August, 1947. 

Janer T. Drayton, Notary Public. 

My commission expires June 14, 1952. 

Officers and Directors: 
The Hon. Joseph E. Casey, President & Treasurer, 4763 Indian Lane, N. W., 
Washington, D. C. 
Julius C. Holmes, Vice-President & Secretary, 3115 Woodland Drive, N. W., 
Washington, D. C. 
Ek. Stanley Klein, Director, 20 Hereford Drive, Bronxville, New York. 


NoTe.—See reverse side for form of affidavit applying to individuals 


Exuisit No. 2 


AMENDMENT No. 1 TO APPLICATION TO PURCHASE WAR-BUILT VESSELS FILED BY 
AMERICAN OVERSEAS TANKER CORPORATION, A CITIZEN OF THE UNITED STATES 


The applicant filed an application on August 27, 1947 to purchase twenty 
(20) T2—SE-A1 tankers. It was proposed therein that title to these tankers 
be in an as yet unformed wholly-owned Panamanian subsidiary of the applicant. 

By this amendment it is proposed that title to the tankers be in the applicant, 
a citizen corporation, all of the stock of which is owned by citizens of the United 
States, and all of the directors and officers of which are citizens of the United 
States. 

It is intended that all other provisions of the original application remain 
unchanged. 

AMERICAN OVERSEAS TANKER CORPORATION, 

[CORPORATE SEAL] By Josepu EB. Casey, President. 


September 17, 1947. 


*Only the affidavits of corporations claiming to be American citizens as defined by section 
2 of the Shipping Act. 1916, as amended, need include paragraphs 3, 4, and 5. 
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Exuusrr No. 3 


Form F (‘as is’’) Contract No. MCc—60841 
(Rev. 6-18-47) 


CONTRACT OF SALE OF W'aR-BuUILT VESSEL(S) BETWEEN UNITED STATES MARITIME 
COMMISSION AND AMERICAN OVERSEAS TANKER CORPORATION 


THIS AGREEMENT made as of the 19th day of December, 1947, between the 
UNITED STATES MARITIME COMMISSION (herein called the “Commission” ) 
and AMERICAN OVERSEAS TANKER CORPORATION, a corporation cre- 
ated and existing under the laws of the State of Delaware, (therein called the 
“Buyer’’). 

WITNESETH : 

WHEREAS: 

1. Pursuant to the provisions of the Merchant Ship Sales Act of 1946, Public 
Law 321, 79th Congress, 2d Session, approved March 8, 1946 (herein called the 
“Act’’) and the Rules and Regulations prescribed by the Commission in General 
Order 60, published in the Federal Register, Volume 11, No. 79, April 23, 1946, 
as heretofore or hereafter supplemented or amended (herein called the “Regula- 
tions”), the Buyer has heretofore filed an application with the Commission under 
the Act to purchase the war-built vessels(s) (herein referred to as the “ves- 
sel(s)”) named in Exhibit “A” attached hereto and forming a part hereof; and 

2. The Commission has agreed to sell the vessel(s) to the Buyer and the Buyer 
has agreed to purchase the same under the terms and conditions hereinafter 
set forth, and the Commission has made all necessary findings in connection 
therewith required under the provisions of the Act. 

Now, THEREFORE, in consideration of the premises and the mutual promises 
hereinafter set forth, the parties hereto agree as follows: 

ARTICLE 1. Agreement to Purchase. Subject to the provisions hereinafter set 
forth and to all applicable provisions of the Act and Regulations, whether spe- 
cifically referred to or not, the Buyer agrees to purchase from the Commission 
and the Commission agrees to sell to the Buyer the vessel(s). 

It is understood and agreed that if for any reason the vessel(s) cannot be 
delivered by the Commission to the Buyer as herein provided, similar vessel (s) 
acceptable to the Buyer, may, pursuant to an addendum to this agreement, be 
delivered by the Commission in substitution therefor. 

ARTICLE 2, Condition of the Vessel(s) upon Delivery. The following provi- 
sions shall be applicable. 

(a) “As is”, ‘The Commission shall deliver, and the Buyer shall accept, the 
vessel(s), “as is’. 

(b) Drydocking and Inspection. When and if requested by the Buyer, the Com- 
mission, at the expense and risk of the Buyer, will move the (each) vessel to a 
shipyard for drydocking and drydock such vessel to permit the Buyer to inspect 
the underwater surfaces of such vessel. After such inspection by the Buyer the 
Buyer’s only right is to accept such vessel “as is”, or to reject the vessel. Under 
no circumstances shall the Commission be obligated to do any work or strengthen- 
ing with respect to the vessel(s) or make any allowance therefor. If the Buyer 
rejects any vessel, all amounts theretofore paid by the Buyer as to such rejected 
vessel less all amounts, if any, owing by the Buyer to the Commission for such 
drydocking and inspection and the movement of such vessel to drydock and re- 
turning it (at Buyer's risk) to its previous location shall be returned to the 
Buyer by the Commission and this agreement shall be thereunon terminated as 
to such rejected vessel. If the Buyer accepts any vessel “as is” the Buyer shall, 
prior to or concurrently with the delivery of the bill of sale to the Buyer trans- 
ferring title to such vessel, pay to, or deposit with, the Commission all amounts, 
if any, owing, or estimated by the Commission to be owing, by the Buyer to the 
Commission for the movement of such vessel to drydock, drydocking, and insnec- 
tion. Whenever the Buver requests that anv vessel he moved and drydocked to 
permit the Buyer to inspect the vessel as ahove provided, the vessel shall be and 
remain at the Buver’s risk and exnense from the time it starts to move to dry- 
dock until it is delivered to the Buyer with bill of sale transferring title thereto 
or nntil it is returned by the Buyer to the location from which it started to move to 
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drydock. It is understood that before any vessel shall be permitted to move to a 
drydock for inspection the Buyer shall obtain, and agree to maintain during the 
period such vessel is at Buyer's risk as provided in the preceding sentence, at 
suyer’s expense, insurance in such forms and amounts as may be satisfactory 
to the Commission. 

te} Spare Parte and -AtHemanee iets Spare parts and ealewanee Hat iter 
fee the (eaeh} vessel shall be furnished by the Commission te the extent provided 
fer im the general poliey of the Commission as expressed in General Order Nar 64, 
se apeHded: 

(d) National Defense Features. The Commission reserves the right to remove 
all, or any part of, the national defense equipment, War ser ice features, or leased 
equipment, if any, aboard any vessel, but shall not be required to do so, hor to 
make any allowance to the Buyer for not making such removal. 

ARTICLE 3. Delivery of the Vessel(s) to the Buyer—Bil(s) of Sale. Subject to 
the provisions of Article 2 hereof, the Commission agrees to deliver, and the Buye 
agrees to accept delivery of, the (each) vessel at the place within the continental 
United States where such vessel ma) be on the date of this agreement or, at the 
option of the Commission, at the time of the completion of any action to be taken 
by the Commission preparatory to the delivery, or, if the Buyer requests that 
such vessel be drydocked pursuant to Article 2 hereof, where the vessel ma) 
be at the time the Buyer notifies the Commission that it accepts such vess 
pursuant to this agreement, or at such other place in the continental United 
States as may be agreeable to both parties hereto, in which latter case the move 
ment of such vessel from the place where it is at the time of such notice of accept 
ance shall be at the Buyer’s expense and risk. Each vessel shall be delivered as 
soon after the date of this contract (if no drydocking is requested) or { if drydock 
ing is requested) as soon after such notice of acceptance of the vessel by the 
Buyer, as the Commission shall tender physical delivery of such vessel and a 
pill of sale transferring title thereto to the Buyer. The Commission shall give 
notice to the buyer of its intention to tender delivery of such vessel(s) and bill(s) 
of snle at a stated place and time which shall be not earlier than on the next 
succeeding business day (“business day” being any day, but excluding Saturdays, 
Sundays, and holidays). If the Buyer shall fail to accept delivery of any vessel 
at the time and place stated in such notice, the purchase price of such vessel, if 
above the floor price, shall thereafter not be subject to further deduction for 
normal depreciation and such vessel shall thereafter be held by the Commission 
at the Buyer's risk and expense, and if delivery of any such vessel is not accepted 
by the Buyer within 10 days after tender of delivery of such vessel and bill of 
sale as aforesaid, or within such further period as may be agreed upon, all 
amounts theretofore paid by the Buyer as to such vessel to the Commission, at 
the option of the Commission, shall be retained as liquidated damages and not 
as a penalty and this contract considered terminated as to such vessel. 

At the time of delivery of the (each) vessel by the Commission to the buyer, the 
Commission shall execute and deliver to the Buyer a bill of sale, in substantially 
the standard Government form, conveying the vessel to the Buyer with warranty 
of title and free from liens, arising prior to the moving of said vessel for the 
account and risk of the Buyer. 

Prior to delivery of the (each) vessel a complete inventory of the vessel's entire 
outfit, equipment, furniture, furnishings, appliances, spare and replacement parts, 
and of all unbroached consumable stores, fuel, and fresh water on board shall 
be jointly taken by representatives of the Buyer and the Commission and mutu- 
ally agreed upon by them as to items, and as to price with respect to all un 
broached consumable stores, fuel, and fresh water. 

The Buyer shall accept and pay for all unbroached consumable stores, fue! 
oil. and fresh water on board at the time of delivery, in good order and condition 
and not in excess of the vessel’s normal requirements, at the current market 
prices at the port of delivery on the date of delivery. “Consumable stores” 
within the meaning of this paragraph are all consumable and subsistence stores 
(but not radio supplies, expendable equipment, scrap, and junk) listed in United 
States Maritime Commission Voyage Stores Reports, Forms TMISA, THIGA, TOISA, 
and 7919A (Revised Forms 1939). 

ARTICLE 4. Purchase Price(s) of the Vessel(s). The Commission has deter: 
mined, pursuant to the provisions of the Act, giving effect to all adjustments 
(except for the absence or presence of desirable features as defined in clauses 
(2) and (3) of Sec. 3 (d) of the Act) permitted by the Act and applicable to 
the vessel, that the purchase price thereof shall be as set forth in Exhibit “’ 
attached hereto and forming a part hereof. 
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ARTICLE 5. Payment of Purchase Price(s) of the Vessel(s). The Buyer agrees 
to pay, in the manner provided for in Exhibit “A” attached hereto and forming 
a part hereof, the purchase price of the (each) vessel computed in accordance 
with the provisions of Article 4 hereof and of Paragraph I of Exhibit “A” 

ARTICLE 6, Loss of or damage to Vessel(s) before the tender of Delivery to 
Buyer. In the event that during the period of time beginning with the date of 
this contract and ending at the time of the tender of delivery of the (any) vessel 
to the Buyer (but excluding from such period of time the time during which 
such vessel is being moved, drydocked, or held at Buyer’s risk and expense as 
provided in this Agreement there shall occur an actual or a constructive total 
loss thereof or damage thereto which would be considered substantial by the 
Commission, both the Commission and the Buyer shall be relieved of their mutual 
obligations under this contract and the Commission shall return to the Buyer 
all amounts paid on account of the purchase price of such vessel, unless the Com 
mission shall either tender to the Buyer a similar vessel which, if acceptable to 
the Buyer, may, pursuant to addendum to this agreement, be delivered by the 
Commission in substitution therefor, or, in the event of such damage not amount 
ing to actual or constructive total loss, repair such damage at its own cost and 
expense. 

Artricte 7. Work for Buyers Aecount Prior to Delivery. The Buyer sball be 
permitted to perform, or have performed, at its own expense, work or alterations 
on any vessel prior to the delivery thereof to the Buyer if, before the commence 
ment of such work or alterations, the Buyer has obtained the prior written or 
telegraphic consent of the Commission and has also obtained, and agreed in 
writing or by telegram to maintain, insurance in such forms and amounts as 
may be required by and satisfactory to the Commission. 

ARTICLE 8. Limitation of Liability of the United States under Certain Charter 
Parties. Pursuant to Section 10 of the Act, the Buyer agrees on its own behalf 
and on behalf of any and all affiliated interests (as defined by the Commission 
in section 299.1 (i) of the Regulations) that the liability of the United States 
under any charter party or taking for use, made or effected prior to March 8, 
1H46, for the loss, on or after such date and prior to September 3, 1947, of any 
vessel owned by the Buyer or said affiliated interest or interests and under char- 
ter to the United States (excluding a vessel with respect to which an adjust- 
ment under Section 9 of the Act can be made) shall be limited to an amount equal 
to just compensation as of the date of said loss, determined pursuant to existing 
law, or such amount as may be mutually agreed upon as just compensation. 

ARTICLE 9. Transfer of Vessel(s) to Foreign Ownership, Registry, and Flag. 
The sale and delivery of the (each) vessel shall constitute approval by the Com- 
mission pursuant to the applicable provisions of the Shipping Act, 1916, as 
amended, of the transfer thereof to foreign registry and flag, to wit: Pana- 
mianian. 

ARTICLE 10. Employment of Member of Congress—Beneficiaries. The Buyer 
agrees not to employ any member of Congress, either with or without compen- 
sation, as an attorney, agent, officer, or director in connection with this contract, 
and that no Member of or Delegate to Congress nor Resident Commissioner shall 
be admitted to any share or part of this contract or to any benefit that may arise 
therefrom, except as provided in Section 116 of the Act, approved March 4, 1909 
(35 Stat. 1109). 

ARTICLE 11, Additional Provisions. The sale and delivery of the (each) vessel 
shall be subject to such modifications of the above provisions and to such addi- 
tional provisions, if any, as may be incorporated into Exhibit “A” attached hereto 
and forming a part hereof. 

IN WITNESS WHEREOF, the parties hereto have executed five original counter- 
parts of this agreement as of the day and year first above written. 

[SEAL] UNITED STATES MARITIME COMMISSION, 

By: R. L. McDONALD, Assistant Secretary. 

Attest : Gro, A, VIEHMANN, 

Acting Assistant Secretary. 
AMERICAN OVERSEAS TANKER CORPORATION, 
J.C. Holmes, 
J.C. HoLmMeEs, Vice President. 
Attest: Robert W. Dudley, 
Rosert W. DUDLEY, 
issistant Secretary. 

Approved as to form: 

FRANCIS B, GOERTNER, 
Assistant General Counsel, U. S. Maritime Commission. 
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Exurir “A” 


Attached to and forming a part of Contract No. MCc-60841 


Vessel name Official No,| Purchase price 





| nanos | —§1, 508, 901.78 


Owyhee. 244805 , 598, 991. 78 


= ihe aieed 1 

Yamhill ; Seman hciein dae aeentna eee 244798 | 1, 597, 603. 77 
Umatilla Leal 244698 1, 504, 272. 54 
Gervais : ad alata 244651 | 1, 592, 606. 92 
Fort George 1, 519, 597. 40 


If the purchase price of the (any) vessel is the floor price as published in the 
Regulations, the first paragraph of Paragraph I hereof shall not be applicable 
to such vessel. 

I. Purchase Price(s) of the Vessel(s). The above purchase price(s), com- 
puted as of December 17, 1947 shall, subject to the limitations of the floor price 
of the (each) vessel as published in the Regulations, be subject to a further 
deduction on account of normal depreciation at the daily rate of $277.60 for 
each day, including date of delivery, that delivery of such vessel is delayed 
after December 17, 1947. 

The Buyer agrees, if it shall be determined by the Commission upon examina- 
tion of the (each) vessel, that the vessel lacks or contains desirable features 
as defined in clauses (2) and (3) of Sec. 3(d) of the Act, then such purchase price 
shall be decreased, within the limits of the floor price of the vessel, or increased, 
by such amounts, if any, as may be determined by the Commission pursuant to 
said clauses. 

Il. Payment of the Purchase Price of the Vessel(s). (a) The Buyer shall, 
simultaneously with the execution on the Buyer’s behalf and delivery of this 
contract by the Buyer to the Commission, deliver to the Commission a check 
(certified by a bank or trust company authorized to do business under the laws 
of the United States or any state, territory, or possession thereof) payable in 
United States dollars to the order of the United States of America with respect 
to the (each) vessel in the amount of $202,650.00. 

(b) Upon delivery of the (each) vessel by the Commission to the Buyer, the 
Buyer shall deliver to the Commission a check (certified and payable as in 
Paragraph II (a) above) in an amount equal to the remaining balance of the 
purchase price of such vessel, computed in accordance with the provisions of 
Article 4 hereof and paragraph I above, as of the date of delivery of the vessel. 

III. The first sentence of Article 2 (b) is hereby stricken and the following 
substituted therefor : 

“With the permission of the Commission, the Buyer may, through a General 
Agent satisfactory to the Commission, arrange to have the vessel moved to a 
shipyard for drydocking and may drydock such vessel for the purpose of in- 
spection of underwater surfaces thereof. Such movement and drydocking (in- 
cluding the return of the vessel if rejected and the fees of the Agent) shall be 
at the expense and risk of the Buyer.” 

IV. The Buyer shall, at the time of delivery, reimburse the United States 
Maritime Commission for the agreed cost of all repairs to the vessel (deter- 
mined by the Commission to be reasonable and proper) made since January 1, 
1947, to date of this agreement, including repairs in hand at the date of this 
agreement, and for the cost of such repairs made after the date of this agree- 
ment to date of delivery, which the Commission determines to be fairly and 
equitably chargeable to the Buyer, with a deduction of $6,000.00 per month for 
each month of General Agency operation since each such repairs have been made 
to date of delivery, provided that in computing the foregoing any period of 15 
days or less shall not be considered in the monthly calculation, but that an) 
period of 16 days or more shall be considered a full month. 

V. The Buyer agrees that, with respect to each vessel, the American citizen 
ownership and Panamanian registry of the vessel shall not be changed without 
prior approval of the Commission, and that if in the judgment of the Commission, 
the national interest so requires, the Buyer shall return the vessel to documen- 
tation under the United States flag. 
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Exuisrr No. 4 


AMENDMENT No. 4 TO APPLICATION To PURCHASE WAR-BUILT VESSELS FILED BY 
AMERICAN OVERSEAS TANKER CORPORATION, A CITIZEN OF THE UNITED STATES 


On December 30, 1947, the American Overseas Tanker Corporation was ap- 
proved for the sale of three T2 tankers and allocated the following: SS Meacham; 
SS Kettleman Hills; SS Antelope Hills. 

The purpose of this amendment is to request permission from the Commission 
to take title to these three tankers in the name of the National Tanker Corpora- 
tion, organized under the laws of the State of Delaware, with its principal office 
at 824 Connecticut Avenue, N. W., Washington 6, D. C. The National Tanker 
Corporation has the identical officers, directors, and stockholders of the American 
Overseas Tanker Corporation. 

The vessels will be registered under the American flag and the purchase price 
will be paid in cash. 

AMERICAN OVERSEAS TANKER CORPORATION, 
By Josepu E. Casey, President. 
January 22, 1948. 


Exuupit No. 5 


BAREBOAT CHARTER TO GREENWICH MARINE CORPORATION 


THis BarReEsoat CHARTER made as of the 21st day of October, 1947, by and be- 
tween AMERICAN OVERSEAS TANKER CORPORATION, 2 Delaware corporation (here- 
inafter called the “Owner”), and GREENWICH MARINE CorPORATION, a Panama 
corporation (hereinafter called the “Charterer” ), 


WITNESSETH THAT: 


WHEREAS the Owner intends to acquire from the United States Maritime Com- 
mission a T2—-SE-A1 coiled tank vessel named the 8S. S. Yamhill or another such 
T2-SE-—A1 tank vessel to be documented under the laws of the Republic of Panama 
and desires to charter such vessel to the Charterer, and the Charterer desires 
to charter such vessel from the Owner on the terms and conditions hereinafter set 
forth and subject to the acquisition by Owner of such a vessel satisfactory to 
Charterer on or before January 31, 1948; 

Now THEREFORE, the Owner and the Charterer have agreed, and hereby do 
agree, as follows: 

1. Vessel Chartered. The Owner hereby agrees to let and the Charterer hereby 
agrees to hire from the date and at a United States port where vessel is when 
purchased by the Owner and delivered to it, for the period and upon terms and 
conditions stated herein, the S. S. Yamhill, a T2-SE—Al Tanker or another 
T2-SE-A1 tank vessel to be purchased by the Owner, and at delivery date said 
tanker shall have all standard equipment, including heater coils, and have a 
deadweight of tons of 2,240 lbs. of cargo, bunkers, water and stores on 
assigned summer freeboard draft of : ie 

2. Substitution. The Owner may at its option substitute for the S. S. Yamhill, 
before delivery or at any time during the period of this charter, any other oil 
tank vessel of similar size, type, design, and condition satisfactory to the Char- 
terer. Said vessel, the S. S. Yamhill, or any such other vessel so substituted 
therefore, is hereinafter called “the Vessel”. 

3. Service. The Charterer may employ the Vessel throughout the world in 
any lawful trade for which she is suitable, including the carriage of crude pet- 
roleum or its products. The Vessel is not to be employed in clean petroleum 
trade for more than one third (14) of the charter period. 

4. Redelivery. Unless lost, the Vessel shall be redelivered, upon the termina- 
tion of the charter as hereinafter provided, by the Charterer to the Owner at a 
Continental United States port, comparable to the port of delivery hereunder, to 
be designated by the Charterer, upon at least ten (10) days written or telegraphic 
notice to the Owner of intention to redeliver. 
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5. Delivery. Delivery of the Vessel shall not be made and hire shall not com- 
mence before October 21, 1947, without Charterer’s written consent. If, by Jannu- 
ary 31, 1948, Owner has been unable to acquire the Vessel, as hereinabove set 
forth, this charter and all obligations of both parties hereunder shall terminate. 

6. Period of Charter. Unless sooner terminated as herein provided, this 
charter shall be for a term of fifteen (15) consecutive years and for such longer 
term as may be agreed upon hereafter in writing between the parties, commenc 
ing with the date of delivery to the Charterer and terminating upon redelivery. 
The term provided for herein or any such longer term shall in addition be extend- 
ed by the length of time required for the Vessel to complete any voyage in prog- 
ress at the end of such term and to proceed to the port of redelivery. The 
period between the time of delivery to the Charterer and the time of redelivery as 
in this Clause 6 described is hereinafter called the “charter period.” 

7. Charter Hire. (a) The Charterer shall pay to the Owner during the 
charter period from a date arrived at by adding to the delivery date the number 
of days agreed upon in writing under Clause 8 hereof for making repairs and 
doing work until and including the date of redelivery pursuant to the terms 
hereof, or if the Vessel is lost, until and including the date of its loss (if the time 
of such loss is uncertain, then until and including the date Vessel was last heard 
from), or if the Vessel be a constructive total loss, until and including the time 
and date of the casualty giving rise to such constructive total loss, eighty-eight 
cents (.88) per deadweight ton of the Vessel per calendar month in lawful 
money of the United States as monthly charter bire. Such charter hire shall be 
paid in advance monthly in cash to the Owner in Republic of Panama or to 
Metropolitan Life Insurance Company, as Assignee of the Owner, at such place as 
may from time to time be designated in writing to the Charterer by said Assignee 
on the first day of each and every month during the charter period. 

(b) If, during the period of this charter, the Merchant Ship Sales Act of 
1946 should be amended, or if some further legislation should be enacted by 
Congress whereby, in either event, the Owner receives an adjustment of the 
purchase price of the Vessel (over and above any adjustment which the Owner 
may receive under the present terms of Section 9 of said Ship Sales Act), the 
Owner shall reduce the annual charter hire for the unexpired period of the 
charter between the approved effective date of such adjustment and the date of 
redelivery by an amount equal to five per cent. (5%) of the amount by which the 
Owner shall benefit through such adjustment, or pro rata for any portion of a 
year. In the event that payment of such adjustment is delayed beyond the 
approved effective date, the Owner shall refund the amount of such charter 
hire reduction to Charterer for the period for which the full charter hire was 
paid by Charterer pursuant to Clause 7 hereof, after the approved effective date 
of such price adjustment. 

8. Condition of Vessel on Delivery. Prior to delivery to the Owner, the Vessel 
shall be surveyed on drydock and afloat by Charterer’s representative, Owner’s 
representative and a representative of the American Bureau of Shipping who by 
an instrument in writing shall jointly agree upon the repairs, and any other 
work to be done upon the Vessel, to put the Vessel in Class *A1l (E)—*AMS 
and EAC American Bureau of Shipping, or equivalent, with all required certifi- 
cates, and so far as due diligence can make it so, tight, staunch, strong and 
well and sufficiently tackled, apparelled, furnished and equipped, and in every 
respect seaworthy and in good operating condition and repair, with tanks, heater 
coils and holds in all respects fit for the contemplated service, and with shell and 
deck seam straps installed and all seam and butt welds of the shell (except 
butts of side shell) and deck in way of the cargo oil tank body low temperature 
stress relieved in accordance with Plan No. 949 and specifications of Standard 
Oil Company and the cost thereof, including insurance, and ship's time required 
for complete performance thereof. 

In the event that the said representatives of the Charterer, the Owner and 
the American Bureau of Shipping agree in writing as provided above, the Vessel 
shall be tendered by the Owner and accepted by the Charterer hereunder “as is” 
at the time Owner obtains legal title and possession of the Vessel. It is agreed, 
however, that the Owner will thereupon pay to the Charterer, who agrees that 
all such work will be carried out within one year thereafter, an amount which 
shall be the total of such agreed cost of repairs, work and insurance as above 
provided; except as so provided, all work and time upon the Vessel thereafter 
during the charter period shall be for the Charterer’s account. 

In the event that the representatives of the Charterer, the Owner and the 
American Bureau of Shipping for any reason prior to the delivery to the Owner 
do not agree in writing upon the Work to be done, the cost thereof including 
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insurance and the ship’s time therefor, to satisfy the requirements of Owner 
and Charterer, either the Owner or the Charterer may reject the Vessel. 

9. Surveys. It is mutually agreed that the American Bureau of Shipping shall 
be employed as an independent surveyor to make a survey of the Vessel before 
delivery and before redelivery to determine and state its condition. The Char- 
terer agrees that the drydocking, and survey of the Vessel for inspection prior 
to acceptance by the Owner from the Maritime Commission shall be accepted by 
the Charterer as a delivery survey. The redelivery survey shall include dry- 
docking to determine and state the condition of the underwater parts. The 
cost and time of such survey before delivery shall be for the account of the 
Owner and the cost and time of such redelivery survey shall be for the account 
of the Charterer. 

10. Inventory. A complete inventory of the Vessel’s entire outfit, equipment 
(including cabin, crew and galley equipment), furniture, furnishings, appliances, 
spare and replacement parts on board, and of all unbroached consumable stores, 
fuel and water on board shall be jointly taken at the time of delivery and 
mutually agreed upon as to items, by representatives of the Charterer and Owner 
and a similar inventory shall be taken and mutually agreed upon at the time of 
redelivery. It is further agreed that the independent surveyor referred to under 
Clause 9, shall also review, approve and certify as to the correctness of the inven- 
tory. Items necessary to equip the Vessel for the usual nearby foreign service 
and noted on this inventory as missing, shall be supplied and put aboard the 
Vessel by the Owner as soon as practicable after delivery date and listed in 
supplemental inventories. 

11. Consumable Stores and Fuel. The Charterer shall accept and pay for all 
unbroached consumable stores (excluding slop chest), fuel and water on board 
at delivery date and the Owner shall accept and pay for all unbroached con- 
sumable stores (excluding slop chest), fuel and water on board (but not in excess 
of the Vessel’s normal requirements in accordance with good operating practice) 
at the time of redelivery at the market prices current at the ports and times of 
delivery and redelivery, respectively. 

12. Use of Equipment. The Charterer shall have the use of all outfit, equip- 
ment (including cabin, crew and galley equipment), furniture, furnishings, 
appliances, spare and replacement parts on board the Vessel at the delivery date 
under this charter or later put aboard by the Owner as provided in Clause 10, 
without extra cost, and the same shall be returned to the Owner on redelivery 
in the same good order and condition as when received, ordinary wear and tear 
excepted. Any such items damaged or so worn in service as to be unfit for 
use (unless through ordinary wear and tear) or used as a spare part for replace- 
ment purposes, or lost or destroyed, shall be replaced or made good by the 
Charterer in kind at or before redelivery, or at Owner's option, the Charterer 
shall pay for said items at the current market prices at the port and time of 
redelivery. Any overages accepted by the Owner shall be paid for at the current 
market prices at the port and time of redelivery. 

13. Maintenance. (a) The Charterer agrees that, without risk or expense 
to the Owner, the Vessel, her machinery, boilers, appurtenances and spare parts, 
shall be maintained during the period of the Vessel’s use under this Charter, 
in good state of repair and in efficient operating condition and in accordance with 
sood commercial maintenance practices, and that the Vessel at all times shall 
he kept tight, staunch, strong and in all respects seaworthy with full unexpired 
Classification and other required certificates. 

(b) The Charterer, subject to the Owner's approval, shall be at liberty to 
fit any additional equipment required for the services of the Charterer, beyond 
What is on board at commencement of charter, such work to be done at its 
expense and on its time and such equipment to be considered its property, and 
the Charterer shall be at liberty to remove it at its expense and on its time 
during or at expiry of charter: The Vessel to be redelivered to the Owner in 
the same condition and class as that in which she is to be placed by the Charterer 
pursuant to the provisions of Clause 8 hereof, ordinary wear and tear excepted. 

(c) The Charterer shall make no structural changes in the Vessel and shall 
make no changes in the machinery, boilers, appurtenances or spare parts thereof 
without in eaeh instance first securing the written approval of the Owner. 

(ad) Should any dispute arise between the Owner and the Charterer in respect 
to responsibility for repairs, renewals or replacements, or as to the condition of 
the Vessel at the time of redelivery, the matter shall be decided by arbitration 
as provided in Clause 27 hereof. In the event that such arbitration results in 
a decision that the Charterer is liable for the repairs, renewals or replacements 
under dispute and not effected at the time of redelivery, the Charterer will 
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have the right at its expense to do the work, such work to be subject to the 
approval of the American Bureau of Shipping. The Charterer shall also pa) 
the Owner hire at the rate provided in the charter for all time lost by reason of 
such repairs, renewals or replacements, and reimburse the Owner for the vesse! 
expenses during such time. 

14. Drydocking. The Charterer shall drydock the Vessel and clean and paint 
her underwater parts, when necessary, but not less than once in about every 
year from delivery date. The Charterer shall give the Owner reasonable notice 
of the time and place of drydocking and if practicable fifteen (15) days i 
advance thereof and afford the Owner an opportunity to inspect the Vessel while 
drydocked. The Charterer shall also promptly notify the Owner sufficiently 
in advance to enable its representative to be present at repairs or surveys of 
the Vessel, and shall furnish the Owner with copies of reports made pursuant 
to such surveys. 

15. Inspection. The Owner shall have the right at any time, without notice 
to inspect or survey the Vessel at its own expense, to ascertain her condition 
and to satisfy itself that the Vessel is being properly repaired and maintained 
in accordance with good commercial maintenance practices. All repairs, as 
such inspection or survey may show to be required in compliance with the 
Charterer’s obligations under this charter shall be made at Charterer’s time 
and expense. The Charterer shall also permit the Owner to inspect the Vessel’s 
logs whenever requested, and shall furnish the Owner upon request with ful! 
information regarding any casualties or other accidents or damage to the 
Vessel, except casualties involving other vessels owned, operated, managed 01 
chartered by the Owner or for which the Owner acts as agent. 

16. Charterer to Man, etc. From the delivery date to the expiry of this 
charter, the Charterer shall, at its own expense, or by its own procurement, 
man, victual, navigate, operate, supply, fuel the Vessel and repair her as 
required to comply with the Charterer’s obligations under this charter, and pa) 
all other charges and expenses of every kind and nature whatsoever incident 
to the use and operation of the Vessel under this charter. The Owner reserves 
the right to require the removal of the Master «r the Chief Engineer if it shal) 
have reason to be dissatisfied with their conduct or if it considers their employ- 
ment to be prejudicial to its interests. Except as otherwise expressly provided 
in this clause and Clause 24 of this charter, the Charterer and not the Owner 
shall have exclusive possession, control and command of the Vessel during the 
entire period of use under this charter. 

17. Redelivery of Vessel. The Vessel shall be redelivered to the Owner (un- 
less lost or be a constructive total loss) pursuant to the terms of this charter 
in the same or as good order, condition and class as that in which she is to 
be placed by the Charterer pursuant to the provisions of Clause 8 hereof, 
unless the lack of good order, condition and class is due solely to ordinary wear 
and tear. At the redelivery survey provided for in Clause 9, surveyors repre- 
senting both the Charterer and the Owner shall be present, who shall determine 
and state the repair or work necessary to place the Vessel on the date of ré 
delivery in the condition and, class required in this paragraph which findings 
shall inelude all repairs or work (as distinguished from postponed annua! 
or periodical surveys) required by outstanding classification and applicab\ 
governmental requirements in effect as of date of redelivery, to place her in 
such condition. The Charterer, before redelivery, shall make all such repairs 
and do all such work so found to be necessary at its expense and time, or at 
Owner's option, the Charterer shall on Owner’s request discharge such obliga 
tion by payment to the Owner of an amount sufficient to place the Vessel 
such condition and class and to provide for the foregoing work and repairs at 
the prices current at the time of redelivery, which amount shall also include 
compensation at the rate of hire provided in Clause 7 for the time lost and 
reasonably required under then existing conditions to complete such work or 
repairs and compensation for other expenses (including insurance) incident 
to such works or repairs or which would have been borne by the Charterer if 
the repairs had been effected prior to redelivery. 

18. Insurance. (a) At all times during the period of the Vessel’s use under 
this charter, without expense to the Owner, there shall be carried an? maintaine 
on the Vessel marine hull insurance under American Institute Time (Hulls) 
Form of July 1, 1941, (October, 1945) and war risk hull insurance under 
American Institute War Risk Clauses Form of August 1, 1947, both such forms 
to exclude any limitations by reason of American Institute Trading Warranties 
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and marine protection and indemnity insurance with such insurance companies, 
underwriters, clubs or funds as the Owner may approve. In the event that 
such forms of policies shall become during the term of this charter no longer 
customarily in use, such insurance under marine and war risk hull insurance 
and marine protection find indemnity insurance shall be carried as shall be 
customarily in use, commencing with the anniversary date of this charter next 
succeeding the date of change from the form of policy or policies specified above. 
In the hull insurance, the Vessel, her equipment, appurtenances, etc. shall be 
insured for and valued at $2,000,000. The marine protection and indemnity 
insurance value shall be at the market value of the Vessel but not less than 
$60. per gross ton. 

(b) All losses, except for total or constructive total losses, under such policies 
of insurance carried on the Vessel, shall be payable to the Charterer or Sub- 
charterer, if so agreed upon by Charterer in any subcharter provided for herein. 
All insurance for total or constructive total loss shall be paid to the Owner 
or other party as designated by it. The originals of all cover notes or binders 
and policies of insurance, if any, shall be delivered promptly to the Owner for 
eustody and approval. 

(c) If during the charter period, the Vessel be subchartered, as provided herein, 
to Panama Transport Company, then during such subcharter period, there shall 
be the option of refraining from the carrying of all or any part of the insurance 
provided for in subparagraph (a) of this clause, provided Panama Transport 
Company, in such subcharter, agrees to indemnify the Owner, Greenwich and 
Metropolitan Life Insurance Company against losses, claims and demands to the 
same extent as the Owner would have been protected by the said insurance if it 
had been effected and kept in full foree and effect. Where, in the event of 
such subcharter such option shall be so exercised, and any insurance required 
to be carried hereunder shall not be carried, or if, in any circumstances, any 
such insurance shall not, by reason of any act, omission or negligence, be 
effected or kept in full force and effect, the Charterer shall be bound to indemnify 
the Owner and Metropolitan Life Insurance Company against losses, claims and 
demands to the same extent that the Owner would have been protected by the 
said insurance if it had been effected and kept in full force and effect by the 
Charterer. The Charterer shall also indemnify the Owner against any and all 
losses, claims and demands to the extent that they are not recoverable under 
such insurance solely because of a deductible franchise or average provision 
thereunder and to the extent that proceeds of insurance collections from under- 
writers are reduced by any customary brokers collecting commissions. If pay- 
ment shall have been made under such insurance policies or under the provisions 
for indemnity herein contained, in the amount of the herein agreed insured 
value of the Vessel, the Charterer shall not be under any further obligation what- 
soever for the total or constructive total loss of the Vessel for any cause what- 
soever and the Owner shall, upon the Charterer’s request, deliver to the Charterer, 
Subcharterer or to the underwriters, as the case may be, such instruments and 
further assurances as may be necessary to vest in the Charterer, Subcharterer 
or underwriters all right, title and interest in the Vessel, or her remains, and 
any and all claims with respect to the Vessel against any and all parties re- 
sponsible for said total or constructive total loss or damage up to the amount 
of such insurance moneys or indemnity. 

(ad) Nothing in this Clause 18 shall prohibit the placing of additional insur- 
ance, whether on disbursements or on other interests in the venture, provided 
(i) that such insurance shall not exceed the amount permitted by warranties 
or by other conditions contained in the insurance required by subparagraph (a) 
of this Clause 18, unless with the consent of the underwriters of such required 
insurance; and (ii) that the Owners shall immediately be furnished with par- 
ticulars of any additional insurance effected, including copies of any binders, 
cover notes, or policies and written consent of underwriters of the required 
insurance in any case where such consent is necessary. 

(e) For the purposes of this Clause 18, the said agreed total loss valuation is 
reduced by tive percent (5%) thereof on each anniversary of the delivery date 
of the Vessel; and if any adjustment as provided in Clause 7 (b) is received 
by the Owner, said agreed total loss valuation shall be reduced by the amount 
of and at the time of the receipt of such adjustment, and such adjusted value shall 
be reduced thereafter by 5% thereof on each anniversary of the delivery date of 
the charter. 
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19. General and Particular Average. Average adjusters shall be appointed by 
the Charterer from a list of adjusters satisfactory to the Owner, who shall 
attend to the settlement and collection of both general and particular average 
losses subject to customary charges. The Charterer,agrees to assist the ad 
juster in preparing the average statement and to take all other possible measures 
to protect the interests of the Vessel and the Owner. 

20. Salvage. All salvage moneys earned and received by the Vessel shall be 
paid to the Charterer after deducting Master’s, Officers’ and Crew’s share, legal 
expenses, and any other extraordinary loss or expense sustained as a result of 
the salvage service, which shall always be a first charge on such moneys. 

21. Libels. (a) Neither the Charterer nor the Master of the Vessel nor any 
other person shall have the right, power, or authority to create, incur, or permit 
to be placed upon the Vessel any lien whatsoever other than for crew's wages 
or salvage. The Charterer agrees that a properly certified copy of this charter 
shall be carried with the ship’s papers on board the Vessel, and agrees that the 
same shall be exhibited to any person having business with the Vessel, and 
agrees also that the same shall be exhibited to any representative of the Owner 
on demand. 

(b) The Owner shall indemnify, hold harmless and defend the Charterer 

gainst any liens, claims or liabilities of whatsoever nature upon the Vessel at 
the time of her delivery under this charter or arising after delivery as a result 
of any act or omission of the Owner. The Charterer shall indemnify and hold 
harmless the Owner against any lien of whatsoever nature upon the Vessel 
and against any claims against the Owner arising out of the operation of the 
Vessel by the Charterer, or out of any act or neglect of the Charterer, in relation 
to the Vessel, or the operation thereof. If a libel should be filed against the 
Vessel or if the Vessel is otherwise levied against or taken in custody by virtue 
of legal proceedings in any court because of any liens or claims arising out of 
the operation of the Vessel under this charter, the Charterer shall at its own 
expense within a reasonable time thereafter cause the Vessel to be released 
and the lien to be discharged. 

22. Transfer or Assignment. The Charterer may employ others to manage or 
operate the Vessel, or subject to owner’s approval, may sublet or assign this 
charter to any individual or company, but the Charterer shall always remain 
responsible to the Owner for due fulfillment of this charter in all its terms and 
conditions, 

23. Events of Default. The following shall constitute events of default under 
this charter: 

(a) The failure of the Charterer to pay charter hire on the Vessel as and when 
the same shall be due under the terms of this charter. 

(b) Any breach by the Charterer of its obligations under this charter. 

(c) Any act or omission of the Owner whereby the Charterer is deprived of the 
use of the Vessel. 

24. Termination Upon Default. (a) The Owner may terminate this charter 
in case any event of default specified in paragraphs (a) and (b) of Clause 2: 
shall occur and shall continue for a period of 30 days after written or telegraphic 
notice thereof by the Owner to the Charterer. 

(b) Upon termination, the Owner may, at its option, retake the Vessel, wher- 
ever found, whether upon the high seas or in any port, harbor or other place, 
without prior demand and without legal process and for that purpose may enter 
upon any dock, pier, or other premises where the Vessel may be and may take 
possession thereof. 

(c) The rights conferred upon the Owner by this clause are cumulative and in 
addition to any rights which it may have at law or in equity or by virtue of the 
terms of this charter. 

(d) The Charterer may terminate this charter in case any event of default 
specified in paragraph (c) of Clause 23 shall occur and shall continue for a period 
of 30 days after written or telegraphic notice thereof by the Charterer to the 
Owner. 


25. Termination. Upon termination of this charter, the Charterer shall re 


deliver the Vessel to the Owner at such time and at such place as hereinafter 
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provided, and turn over to the Owner all property of whatsoever nature which 
the Owner may theretofore have delivered to the Charterer or to which the Owner 
is entitled under the terms of the charter, and the Charterer shall at its own 
expense make to the Owner a full accounting of all matters arising out of the 
operation of the Vessel and this charter, and shall adjust, settle, and liquidate 
such accounts. 

26. Notices. Unless otherwise provided in this charter or mutually agreed 
upon, all payments, notices and communications from the Owner to the Charterer 
shall be made or addressed to the Charterer at 33 Central Avenue, Apartado 
2074, City of Panama, Panama, and all payments, unless otherwise designated 
in writing by Metropolitan Life Insurance Company as assignee of the Owner, 
notices and communications from the Charterer to the Owner shall be made or 
addressed to the Owner, at 824 Connecticut Avenue, N. W., Washington 6, D. C., 
or at such other places as the Owner may from time to time designate in 
writing. 

27. Arbitration. Should any dispute arise under this agreement, the matter 
in dispute shall be referred to three persons at New York, one to be appointed by 
Owner, one by Charterer and the third by the two so chosen; and their decision 
or that of any two of them shall be final, and their award may be made a rule of 
court and a judgment or decree entered thereon. 

28. Transfer of Registry. It is agreed that should the Owner desire to transfer 
registry of the Vessel, the Owner shall have such right of transfer of the Vessel 
under a flag to be named by the Charterer, with the provision that such change 
of flag is acceptable to the Owner. In the event that the flag named by the 
Charterer is not acceptable to the Owner, the Owner and the Charterer will 
agree on a mutually satisfactory flag. 

It is agreed that, if during the charter period the Vessel be sub-chartered as 
provided herein to Panama Transport Company, then during such sub-charter 
Period, Panama Transport Company shall have the right to require a transfer 
of registry, should it desire to operate the Vessel under any other registry than 
Panamanian. If, after notice by the Panama Transport Company, that it desires 
such transfer of registry, the Owner and Panama Transport Company cannot 
agree upon the country to which registry is to be changed, the Owner may call 
vpon the charterer to exercise its option to terminate its sub-charter with Panama 
Transport Company and, if the Owner does not call upon the Charterer to exercise 
such option, Panama Transport Company shall have the option to purchase the 
Vessel at a price equivalent to Owner's cost, ete. (which shall be the aggregate 
of (i) the purchase price of the Vessel paid to the United States Maritime 
Commission, (ii) the cost of the repairs and conditioning required by Clause 8 
and (iii) other charges properly capitalized by the Owner as part of its capital 
investment in the Vessel), depreciated from the date of delivery at a rate per 
annum such that said cost of the Vessel will be fully depreciated in the period 
between the date of delivery and the twentieth anniversary of the date of 
original delivery of the Vessel by the builder thereof. 

Notwithstanding the foregoing provisions of this Clause 28, it is agreed that 
the American citizen ownership and Panamanian registry of the Vessel shall not 
be changed without prior approval of the United States Maritime Commission, 
and that if in the judgment of the United States Maritime Commission tue 
National interest of the United States of America so requires, the Owner shall 
return the Vessel to documentation under the United States flag upon receipt by 
the Owner of a demand by the United States Maritime Commission for such 
return. 

29. Requisition of Vessel. It is agreed that in the event that title to the Vessel 
is requisitioned or seized by any governmental authority during the term of this 
charter, the charter shall terminate, and hire and all obligations of the Charterer 
concerning redelivery of the Vessel contained in this charter shall cease at the 
time such requisition or seizure of title becomes effective. 

It is further agreed that in the event that the use of the Vessel is requisitioned, 
or seized, by any governmental authority during the term of this charter, the 
Charterer’s obligation to pay hire shall continue. The Charterer shall be entitled 
to any amounts paid to the Owner or to the Charterer by such governmental 
authority -n account of such requisition or seizure of use and the Owner agrees 
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that such amounts shall be paid to the Charterer immediately upon receipt by 
the Owner of any such payment from any governmental authority. 

IN WITNESS WHEREOF, the parties hereto have caused this charter 
to be signed in their behalf by their duly authorized officers or attorneys in fact, 
all as of the day and year first above written. 

AMERICAN OVERSEAS TANKER CORPORATION, 
By (Signed) G. D. HawrHorNe, Vice President. 
Attest: 

(Signed) James S. Mackey, 
Ass’t Secretary-Treasurer. 


IREENWICH MARINE CORPORATION, 
By (Signed) TImotHy Wooprurr. 
Attest: 


(Signed) G. A. Hooper. 
ADDENDUM TO SS. YAMHILL, BAREBOAT CHARTER PARTY DATED OcTosBEerR 21, 1947 


Iv IS MUTUALLY UNDERSTOOD AND AGREED between American Overseas Tanker 
Corporation (herein designated as “Owner’’) and Greenwich Marine Corpora- 
tion (herein designated as “Charterer”) that: 

1. The last sentence of Clause 10—Inventory, which reads: 

“Items necessary to equip the vessel for the usual nearby foreign service 
and noted on this inventory as missing, shall be supplied and put aboard 
the vessel by the Owner as soon as practicable after hire commences and 
listed in supplemental inventories.” 

shall be deleted. 

2. The following shall be deleted from the first sentence of Clause 12—Use of 
Equipment: 

“* * * or later put aboard by the Owner as_ provided in 
Clause10 * * ™” 

All other terms, conditions and exceptions of the above Charter Party shall 
remain unchanged. 

(Executed in quadruplicate. ) 

AMERICAN OVERSEAS TANKER CORPORATION. 
(Sed) G. D. HAwtrnorne, Vice President. 
Witness: G. D. HAWTHORNE. 
(Sgd) JoHN C, ENNIs. 
GREENWICH MARINE CORPORATION, 
(Sgd) Timoruy L. Wooprurr, President. 
Witness: TrMotHy L. WOODRUFF. 
(S¢gd) Epwin ALLEN Woop, Jr. 
Date: November 15, 1948. 


SS. YAMHILL—ADDENDUM TO BAREBOAT CHARTER Party DATED OcTORBER 21, 1947 


It IS THIS DAY MUTUALLY UNDERSTOOD and AGREED between AMERICAN OVERSEAS 
TANKER CORPORATION, Owner, and GREENWICH MARINE CORPORATION, Charterer, 
THAT: 

The spaces left blank for deadweight tonnage and Summer freeboard draft 
in Clause #1, of the above mentioned Bareboat Charter Party, shall be deemed 
filled in by the insertion of 16,594 and 30'02’’, respectively. 

(Executed in quadruplicate.) 

AMERICAN OVERSEAS TANKER CORPORATION, 
(Sgd) G. D. HawrHorn, Vice President. 
Witness: 
(Sgd) J. C. ENNIs. 
GREENWICH MARINE CORPORATION, 
(Sgd) Timormy WoopRurFF. 
Witness: 
(Sgd) G. A. Hooper. 
Dated City of Panama, Republic of Panama March 31, 1948. 
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eipt by AMERICAN OVERSEAS TANKER CORPORATION, 
824 CONNECTICUT AVENUE, N. W., 


charter Washington, D. C., January 7, 1948. 


in fact, Re SS. “YAMHILL” 


TION, GREENWICH MARINE CORPORATION, 
dent. 33 Central Avenue, Apartado 2074, City of Panama, Panama, 

Dear Sirs: With reference to the bareboat charter of the SS. “YAMHILL” by 
, Greenwich Marine Corporation from American Overseas Tanker Corporation, 
urer, the vessel's deadweight is estimated to approximate 16,594 tons. This estimate 
TION, of deadweight was determined in the following manner: 
FF, 16,555 Tons—Wartime Deadweight 


118 “ —_Weight of Defense Features 
)OPER. 


16, 673 Tons—VPeacetime Deadweight as originally designed. 
21, 1947 | i Weight of Seam Straps and Defense Features Remaining. 


Tanker 


5 16, 594 Tons—Present Deadweight 
orpora- 


Ammunition Storage Bulkheads remaining— chia en pes 5 > Tons 
Degaussing Installation____--_- Bs re h or es 20 “ 

service 
aboard 
ces and 


Tons 
Seam Straps which include Plating & Rivets__._-__-__--- ae 54 
79 Tons 
—_Use of We are agreeable to the calculation of charter hire based on the foregoing 
estimated deadweight until the vessel's official deadweight has been determined 
ded in and agreed upon with the American Bureau of Shipping, Any difference in 
charter hire between such estimate and such official deadweight can thus be 
ty shall adjusted between us at the time of such determination by the American Bureau 
of Shipping. 
If the foregoing estimate of deadweight, for the purpose of calculating interim 
ATION. charter hire, meets with your approval, please signify your acceptance at the 
indicated place on this letter. 
Very truly yours, 
AMERICAN OVERSEAS TANKER CORPORATION, 
ATION, By: Gtorce D. HAWTHORNE, Vice-President. 
sident. Accepted : 
GREENWICH MARINE CORPORATION, 
By: CHARLES Bosak, Attorney-in-Fact. 


SS. YAMHILL—ACCEPTANCE OF DELIVERY AND CERTIFICATE OF INITIAL DATE FOR 
DETERMINATION OF CHARTER Hire 


21, 1947 THIS IS TO CERTIFY THAT PURSUANT TO THE TERMS OF BAREBOAT CHARTER DATED 
October 21, 1947 between AMERICAN OVERSEAS TANKER CORRDRATION and 
VERSEAS GREENWICH MARINE CORPORATION, THE SS. “YAMHILL” was on the 15th day of 
harterer, January 1948, at 3:40 p. m. EST., delivered at the port of Maryland Drydock, 
Baltimore, Md., by AMERICAN OVERSEAS TANKER CORPORATION to, and accepted by, 
ird draft GREENWICH MARINE CoRPORATION having on board fuel, stores and equipment in 
e deemed accordance with inventories taken and agreed upon by our respective repre- 
sentatives. 
AMFRICAN OVERSEAS TANKER CORPORATION, 
RATION, By G. D. HawWrHorne. Vice Pres. 
GREENWICH MARINE CORPORATION, 
$v CHARLES Bosak, Attorney-in-Fact. 


Exurpir No. 6 
3AREBOAT CHARTER TO PANAMA TRANSPORT COMPANY 


THIs BAREBOAT CHARTER made as of the 21st day of October, 1947, by and be- 
tween GREENWICH MARINE CORPORATION, a2 Panama Corporation (hereinafter 
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called “Greenwich”), and PANAMA TRANSPORT COMPANY, a Panama Corporation 
(hereinafter called the “Charterer”), 


WITNESSETH THAT: 


WHEREAS THE AMERICAN OVERSEAS TANKER CorpoRATION (hereinafter called the 
“Owner’’) intends to acquire from the United States Maritime Commission a 
T2-SE-A1 coiled tank vessel named the S. S. Yamhill or another such T2-SE-Al1 
tank vessel to be documented under the laws of the Republic of Panama and 
thereupon to charter said vessel to Greenwich which desires to charter such 
vessel to the Charterer, and the Charterer desires to charter such vessel from 
Greenwich on the terms and conditions hereinafter set forth and subject to the 
acquisition by Owner and charter to Greenwich of such a vessel satisfactory to 
Charterer on or before January 31, 1948; 

Now THEREFORE, Greenwich and the Charterer have agreed, and hereby do 
agree, as follows: 

1. Vessel Chartered. Greenwich hereby agrees to let and the Charterer hereby 
agrees to hire from the date and at a United States port where vessel is when pur- 
chased by Owner and delivered to it for the period and upon terms and condi- 
tions stated herein the S. S. Yamhill, a T2-SE—A1 Tanker or another T2-SE-A1 
tank vessel to be purchased by the Owner and chartered to Greenwich, and at 
delivery date said tanker shall have all standard equipment, including heater 
coils, and have a deadweight of ———— tons of 2240 lbs. of cargo, bunkers, water 
and stores on assigned summer freeboard draft of ' ris 

2. Substitution. Greenwich may at its option substitute for the S. S. Yamhill, 
before delivery or at any time during the period of this charter, any other oil 
tank vessel of similar size, type, design and condition satisfactory to the 
Charterer. Said vessel, the S. S. Yamhill, or any such other vessel so substituted 
therefor, is hereinafter called “the Vessel”. 

3. Service. The Charterer may employ the Vessel throughout the world in 
any lawful trade for which she is suitable, including the carriage of crude 
petroleum or its products. The Vessel is not to be employed in clean petroleum 
trade for more than two (2) years during the currency of this charter. 

4. Redelivery. Unless lost, the Vessel shall be redelivered, upon the termina- 
tion of the charter as hereinafter provided, by the Charterer to Greenwich at a 
Continental United States port, comparable to the port of delivery hereunder, 
to be designated by the Charterer, upon at least ten (10) days written or tele 
graphic notice to Greenwich of intention to redeliver. 

5. Delivery. Delivery of the Vessel shall not be made and hire shall not com- 
mence before October 21, 1947, without Charterer’s written consent. If, by 
January 31, 1948, Greenwich has been unable to acquire the Vessel, as herein- 
above set forth, this charter and all obligations of both parties hereunder shall 
terminate. 

6. Period of Charter. Unless sooner terminated as herein provided, this 
charter shall be for a term of five (5) consecutive years plus the time required 
for making repairs as agreed in writing by the representatives as provided in 
Clause 8, and for such longer period, not to exceed two years, as may be re- 
quired to reimburse either Greenwich or the Owner for any income taxes deter- 
mined against either Greenwich or the Owner on income arising out of this 

sareboat Charter for any taxable period falling within the five (5) year term 
provided in this paragraph with respect to which notice has been sent by the 
United States Commissioner of Internal Revenue pursuant to the provisions of 
Section 272 (a) (1) of the Internal Revenue Code of the United States of Amer- 
ica, and for such longer term as may be agreed upon hereafter in writing 
between the parties, commencing with the date of delivery to the Charterer and 
terminating upon redelivery. The term provided for herein or any such longer 
term shall in addition be extended by the length of time required for the Vessel 
to complete any voyage in progress at the end of such term and to proceed to the 
port of redelivery. The period between the time of delivery to the Charterer 
and the time of redelivery as in this Clause 6 described is hereinafter called the 
“charter period.” 

7. Charter Hire. (a) The Charterer shall pay to Greenwich during the 
charter period from a date arrived at by adding to the delivery date the number 
of days agreed upon in writing under Clause B hereof for making repairs and 
doing work until and including the date of redelivery pursuant to the terms 
hereof, or if the Vessel is lost, until and including the date of its loss (if the 
time of such loss is uncertain, then until and including the date Vessel was last 
heard from), or if the Vessel be a constructive total loss, until and including 
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the time and date of the casualty giving rise to such constructive total loss, 
Two Dollars Twenty Cents ($2.20) per deadweight ton of the Vessel per cal- 
endar month in lawful money of the United States as monthly charter hire. Such 
charter hire shall be paid in advance monthly in cash to Greenwich in Republic 
of Panama or to Metropolitan Life Insurance Company, as assignee of Green- 
wich, at such place as may from time to time be designated in writing to the 
Charterer by said Assignee on the first day of each nnd every month during the 
charter period. 

(b) If, during the period of this charter, the Merchant Ship Sales Act of 
1946 should be amended, or if some further legislation should be enacted by 
Congress whereby, in either event, the Owner receives an adjustment of the 
purchase price of the Vessel (over and above any adjustment which the Owner 
may receive under the present terms of Section 9 of said Ship Sales Act), 
Greenwich shall reduce the annual charter hire for the unexpired period of the 
charter between the approved effective date of such adjustment and the date 
of redelivery by an amount equal to five per cent. (5%) of the amount by which 
the Owner shall benefit through such adjustment, or pro rata for any portion 
of a year, a similar adjustment having been provided for in the charter from 
the Owner to Greenwich. In the event that payment of such adjustment is 
delayed beyond the approved effective date, Greenwich promptly after receipt 
thereof, shall refund the amount of such charter hire reduction to Charterer 
for the period for which the full charter hire was paid by Charterer pursuant 
to Clause 7 hereof, after the approved effective date of such price adjustment. 

8. Condition of Vessel on Delivery. Prior to delivery to Greenwich, the Vessel 
shall be surveyed on drydock and afloat by Charterer’s representative, Greenwich’s 
representative and a representative of the American Bureau of Shipping who 
by an instrument in writing shall jointly agree upon the repairs, and any other 
work to be done upon the Vessel to put the Vessel in Class *A1l (E)—*AMS and 
EAC American Bureau of Shipping, or equivalent, with all required certificates, 
and so far as due diligence can make it so, tight, staunch, strong, and well and 
sufficiently tackled, apparelled, furnished and equipped, and in every respect 
seaworthy and in good operating condition and repair, with tanks, heater coils 
and holds in all respects fit for the contemplated service, and with shell and deck 
seam straps installed and all seam and butt welds of the shell (except butts of 
side shell) and deck in way of the cargo oil tank body low temperature stress 
relieved in accordance with Plan No. 949 and specifications of Standard Oil 
Company and the cost thereof, including insurance, and ship’s time required for 
complete performance thereof. 

In the event that the said representatives of the Charterer, Greenwich and 
the American Bureau of Shipping agree in writing as provided above, the Vessel 
shall be tendered by Greenwich and accepted by the Charterer hereunder “as is” 
at the time of delivery to Greenwich. It is agreed, however, that Greenwich will 
thereupon pay to the Charterer, who agrees to carry out all such work within 
one year thereafter, an amount which shall be the total of such agreed cost of 
repairs, work and insurance as above provided; except as so provided, all work 
and time upon the Vessel thereafter during the charter period shall be for the 
Charterer’s account. 

In the event that the representatives of the Charterer, Greenwich and the 
American Bureau of Shipping for any reason prior to the delivery to Greenwich 
do not agree in writing upon the work to be done, the cost thereof including 
insurance and the ship's time therefor, to satisfy the requirements of Greenwich 
and Charterer, either Greenwich or the Charterer may reject the Vessel. 

9. Surveys. It is mutually agreed that the American Bureau of Shipping 
shall be employed as an independent surveyor to make a survey of the Vessel 
before delivery and before redelivery to determine and state its condition. The 
Charterer agrees that the drydocking, and survey of the Vessel for inspection 
prior to acceptance by the Owner from the Maritime Commission shall be accepted 
by the Charterer as a delivery survey. The redelivery survey shall include 
drydocking to determine and state the condition of the underwater parts. The 
cost and time of such survey before delivery shall be for the account of Greenwich 
and the cost and time of such redelivery survey shall be for the account of 
the Charterer. 

10. Inventory. A complete inventory of the Vessel’s entire outfit, equipment 
(including cabin, crew and galley equipment), furniture, furnishings, appliances, 
spare and replacement parts on board, and of all unbroached consumable stores, 
fuel and water on board shall be jointly taken at the time of delivery and 
mutually agreed upon as to items, by representatives of the Charterer, Grewnwich 
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and Owner and a similar inventory shall be taken and mutually agreed upon at 
the time of redelivery. It is further agreed that the independent surveyor 
referred to under Clause 9, shall also review, approve and certify as to the 
correctness of the inventory. Items necessary to equip the Vessel for the usual 
nearby foreign service and noted on this inventory as missing, shall be supplied 
and put aboard the Vessel by Greenwich as soon as practicable after delivery 
date and listed in supplemental inventories. 

11. Consumable Stores and Fuel. The Charterer shall accept and pay for al) 
unbroached consumable stores (excluding slop chest), fuel and water on board 
at delivery date and Greenwich shall accept and pay for all unbroached consum- 
able stores (excluding slop chest), fuel and water on board (but not in excess 
of the Vessel’s normal requirements in accordance with good operating practice) 
at the time of redelivery at the market prices current at the ports and times of 
delivery and redelivery, respectively 

12. Use of equipment. The Charterer shall have the use of all outfit, equip- 
ment (including cabin, crew and galley equipment), furniture, furnishings, appli- 
ances, spare and replacement parts on board the Vessel at the delivery date 
under this charter or later put aboard by Greenwich as provided in Clause 10, 
without extra cost, and the same shall be returned to Greenwich on redelivery 
in the same good order and condition as when received, ordinary wear and 
tear excepted. Any such items damaged or so worn in service as to be unfit 
for use (unless through ordinary wear and tear) or used as a spare part for 
replacement purposes, or lost or destroyed, shall be replaced or made good by 
the Charterer in kind at or before redelivery, or at Greenwich’s option, the 
Charterer shall pay for said items at the current market prices at the port and 
time of redelivery. Any overages accepted by Greenwich shall be paid for at 
the current market prices at the port and time of redelivery. 

13. Maintenance. (a) The Charterer shall maintain the Vessel, her machin- 
ery, boilers, appurtenances and spare parts, during the period of the Vessel’s use 
under this Charter, in good state of repair and in efficient operating condition 
and in accordance with good commercial maintenance practices, and shall keep 
the Vessel at all times tight, staunch, strong and in all respects seaworthy with 
full unexpired classification and other required certificates. 

(b) The Charterer, subject to Greenwich’s approval, shall be at liberty to fit 
any additional equipment required for the services of the Charterer, beyond 
what is on board at commencement of charter, such work to be done at its 
expense and on its time and such equipment to be considered its property, and 
the Charterer shall be at liberty to remove it at its expense and on its time 
during or at expiry of charter: the Vessel to be redelivered to Greenwich in 
the same condition and class as that in which she is to be placed by the Charterer 
pursuant to the provisions of Clause & hereof, ordinary wear and tear excepted 

(c) The Charterer shall make no structural changes in the Vessel and shall 
make no changes in the machinery, boilers, appurtenances or spare parts thereof 
without in each instance first securing the written approval of Greenwich. 

(d) Should any dispute arise between Greenwich and the Charterer in re- 
spect to responsibility for repairs, renewals or replacements, or as to the con- 
dition of the Vessel at the time of redelivery, the matter shall be decided by 
arbitration as provided in Clause 27 hereof. In the event that such arbitration 
results in a decision that the Charterer is liable for the repairs, renewals or 
replacements under dispute and not effected at the time of redelivery, the 
Charterer will have the right at its expense to do the work, such work to be 
subject to the approval of the American Bureau of Shipping. The Charterer 
shall also pay Greenwich hire at the rate provided in the charter for all time 
lost by reason of such repairs, renewals or replacements, and reimburse Green 
wich for the vessel expenses during such time. 

14. Drydocking. The Charterer shall drydock the Vessel and clean and paint 
her underwater parts, when necessary, but not less than once in about every year 
from delivery date. The Charterer shall give Greenwich reasonable notice of 
the time and place of drydocking and if practicable fifteen (15) days in advance 
thereof and afford Greenwich an opportunity to inspect the Vessel while dry- 
docked. The Charterer shall also promptly notify Greenwich sufficiently in 
advance to enable its representative to be present at repairs or surveys of the 
Vessel, and shall furnish Greenwich with copies of reports made pursuant to 
such surveys. 

15. Inspection. Greenwich and the Owner shall have the right at any time, 
without notice, to inspect or survey the Vessel at their own expense, to ascer- 
tain her condition and to satisfy themselves that the Vessel is being properly 
repaired and maintained in accordance wtih good commercial maintenance 
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practices. The Charterer shall make all such repairs, at its time and ex- 
pense, as such inspection or survey may show to be required in compliance with 
the Charterer’s obligations under this charter. The Charterer shall also per- 
mit Greenwich and or Owner to inspect the Vessel’s logs whenever requested, 
and shall furnish Greenwich and or Owner upon request with full information 
regarding any casualties or other accidents or damage to the Vessel, except 
easualties involving other vessels owned, operated, managed or chartered by 
Greenwich or Owner, for which Greenwich or Owner acts as agent. 

16. Charter to Man, etc. From the delivery date to the expiry of this charter, 
the Charterer shall, at its own expense, or by its own procurement, man, victual, 
navigate, operate, supply, fuel the Vessel and repair her as required to comply 
with the Charterer’s obligations under this charter, and pay all other charges 
and expenses of every kind and nature whatsoever incident to the use and oper- 
ation of the Vessel under this charter. Greenwich reserves the right to require 
the removal of the Master or the Chief Engineer if it or the Owner shall have 
reason to he dissatisfied with their conduct or if it or the Owner considers their 
employment to be prejudicial to its interests. Except as otherwise expressly 
provided in this clause and Clause 24 of this charter, the Charterer and not 
Greenwich shall have exclusive possession, control and command of the Vessel 
during the entire period of use under this charter. 

17. Redelivery of Vessel. The Vessel shall be redelivered to Greenwich (un- 
less lost or be a constructive total loss) pursuant to the terms of this charter 
in the same or as good order, condition and class as that in which she is to be 
placed by the Charterer pursuant to the provisions of Clause S hereof, unless 
the lack of good order, condition and class is due solely to ordinary wear and 
tear. At the redelivery survey provided for in Clause 9, surveyors representing 
both the Charterer and Greenwich shall be present, who shall determine and 
state the repair or work necessary to place the Vessel on the date of redelivery 
in the condition and class required in this pxragraph which findings shall include 
all repairs or work (as distinguished from postponed annual or periodical 
surveys) required by outstanding classification and applicable governmental 
requirements in effect as of date of redelivery, to place her in such condition. 
The Charterer, before redelivery, shall make all such repairs and do all sueh 
work so found to be necessary at its expense and time, or at Greenwich’s option, 
the Charterer shall on Greenwich’s request discharge such obligation by pay- 
ment to Greenwich of an amount sufficient to place the Vessel in such condition 
and class and to provide for the foregoing work and repairs at the prices current 
at the time of redelivery, which amount shall also include compensation at the 
rate of hire provided in Caluse 7 for the time lost and reasonably required under 
then existing conditions to complete such work or repairs and compensation for 
other expenses (including insurance) incident to such works or repairs or 
which would have been borne by the Charterer if the repairs had been effected 
prior to redelivery. 

18. Insurance. (a) The Charterer shall at all time during the period of the 
Vessel’s use under this charter carry and maintain on the Vessel marine hull 
insurance under American Institute Time (Hulls) Form of July 1, 1941, (Octo- 
ber, 1945) and war risk hull insurance under American Institute War Risk 
Clauses Form of August, 1947, both such forms to exclude any limitations by 
reason of American Institute Trading Warranties; and marine protection and 
indemnity insurance with such insurance companies, underwriters, clubs or 
funds as the Owner may approve. In the event that such forms of policies shall 
become during the term of this charter no longer customarily in use, the Char- 
terer shall carry such insurance under marine and war risk hull insurance and 
marine protection and indemnity insurance as shall be customarily in use, 
commencing With the anniversary date of this charter next succeeding the date 
of change from the form of policy or policies specified above. In the hull 
insurance, the Vessel, her equipment, appurtenances, etc. shall be insured for 
and valued at $2,000,000. The marine protection and indemnity insurance 
value shall be at the market value of the vessel but not less than $60 per gross 
ton. 

(b) All losses, except for total or constructive total losses, under such policies 
of insurance carried on the Vessel, shall be payable to the Charterer. All 
insurance for total of constructive total loss shall be payable to the Owner or 
other party as designated by it after payment to Charterer of prepaid and un- 
earned charter hire, if any. The originals of all cover notes or binders and poli- 
cies of insurance, if any, shall be delivered promptly to the Owner for custody 
and approval. 
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(c) The Charterer shall have the option to refrain from the carrying of all 
or any part of the insurance provided for in subparagraph (a) of this Clause, 
but in the event that the Charterer shall refrain from carrying any insurance 
required to be carried hereunder, or if any such insurance shall not, by reason 
of any act, omission or negligence of the Charterer, be kept in full force and 
effect, the Charterer, after deduction of all prepaid and unearned charter hire 
shall indemnify the Owner, Greenwich and Metropolitan Life Insurance Company 
against losses, claims and demands to the same extent as the Owner and Green- 
wich would have been protected by the said insurance if it had been effected 
and kept in full force and effect by the Charterer. The Charterer shall also 
indemnify the Owner and Greenwich against any and all losses, claims and 
demands to the extent that they are not recoverable under such insurance 
solely because of a deductible franchise or average provision thereunder and 
to the extent that proceeds of insurance collections from underwriters are 
reduced by any customary brokers collecting commissions. If payment shall 
have been made under such insurance policies or under the provisions for in- 
demnity herein contained, in the amount of the herein agreed insured value of 
the Vessel, the Charterer or its affiliated companies shall not be under any further 
obligation whatsoever for the total or constructive total loss of the Vessel for 
any cause whatsoever and Greenwich shall deliver to the Charterer upon its 
request or to the Charterer’s underwriters, as the case may be, such instruments 
and further assurances as may be necessary to vest in the Charterer or such 
underwriters all right, title and interest in the Vessel, or her remains, and any 
and all claims with respect to the Vessel against any and all parties responsible 
for said total or constructive total loss or damage up to the amount of suc) 
insurance moneys or indemnity. 

(d) Nothing in this Clause 18 shall prohibit the Charterer from placing 
additional insurance, whether on its disbursements or on other interests in the 
venture, provided (i) that such insurance shall not exceed the amount per- 
mitted by warranties or by other conditions contained in the insurance required 
by subparagraph (a) of this Clause 18, unless with the consent of the under- 
writers of such required insurance: and (ii) that the Charterer shall imme 
diately furnish Greenwich with particulars of any additional insurance effected, 
including copies of any binders, cover notes, or policies and writtten consent of 
underwriters of the required insurance in any case where such consent is 
necessary. 

(e) For the purposes of this Clause 18, the said agreed total loss valuation 
is reduced by five per cent. (5%) thereof on each anniversary of the delivery date 
of the Vessel; and if any adjustment as provided in Clause 7 (b) is received by 
the Owner, said agreed total loss valuation shall be reduced by the amount of 
and at the time of the receipt of such adjustment, and such adjusted value 
shall be reduced thereafter by 5% thereof on each anniversary of the delivery 
date of the charter. 

19. General and Particular Average. Average adjusters shall be appointed 
by the Charterer from a list of adjusters satisfactory to the Owner, who shal 
attend to the settlement and collection of both general and particular average 
lusses subject to customary charges. The Charterer agrees to assist the ad- 
juster in preparing the average statement and to take all other possible measures 
to protect the interests of the Vessel and the Owner. 

20. Salvage. All salvage moneys earned and received by the Vessel shall be 
paid to the Charterer after deducting Master's, Officers’ and Crew’s share, legal 
expenses, and any other extraordinary loss or expense sustained as a result of 
the salvage service, which shall always be a first charge on such moneys. 

21. Libels. (a) Neither the Charterer nor the Master of the Vessel nor any 
other person shall have the right, power, or authority to create, ineur, or permit 
to be placed upon the Vessel any lien whatsoever other than for crew’s wages 
or salvage. The Charterer agrees to carry a properly certified copy of this 
charter with the ship’s papers on board the Vessel, and agrees to exhibit the 
same to any person having business with the Vessel. and agrees also to exhibit 
the same to any representative of the Owner or Greenwich on demand. 

(b) Greenwich shall indemnify, hold harmless and defend the Charterer 
against any liens, claims or liabilities of whatsoever nature upon the Vessel 
at the time of her delivery under this charter or arising after delivery as a 
result of any act or omission of the Owner or Greenwich. The Charterer shal! 
‘indemnify and hold harmless the Owner and Greenwich against any lien of what 
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soever nature upon the Vessel and against any claims against the Owner or 
Greenwich arising out of the operation of the Vessel by the Charterer, or out 
of any act or neglect of the Charterer, in relation to the Vessel, or the operation 
thereof. If a libel should be filed against the Vessel or if the Vessel is other- 
wise levied against or taken in custody by virtue of legal proceedings in any 
court because of any liens or claims arising out of the operation of the Vessel 
by the Charterer, the Charterer shall at its own expense within a reasonable time 
thereafter cause the Vessel to be released and the lien to be discharged. 

22. Transfer or Assignment. The Charterer may sublet or assign this charter 
to any individual or company, or may employ others to manage or operate the 
Vessel, but the Charterer shall always remain responsible to Greenwich for due 
fulfillment of this charter in all its terms and conditions. 

23. Events of Default. The following shall constitute events of default undér 
this charter: 

(a) The failure of the Charterer to pay charter hire on the Vessel as and 
when the same shall be due under the terms of this charter. 

(b) Any breach by the Charterer of its obligations under this charter. 

(c) Any act or omission of the Owner or Greenwich whereby the Charterer 
is deprived of the use of the Vessel. 

24. Termination Upon Default. (a) Greenwich may terminate this charter 
in case any event of default specified in paragraphs (a) and (b) of Clause 23 
shall occur and shall continue for a period of 30 days after written or telegraphic 
notice thereof by Greenwich to the Charterer. 

(b) Upon termination, Greenwich may, at its option, retake the Vessel, wher- 
ever found, whether upon the high seas or in any port, harbor or other place, 
without prior demand and without legal process and for that purpose may enter 
upon any dock, pier, or other premises where the Vessel may be and may take 
possession thereof, 

(c) The rights conferred npon Greenwich by this clause are cumulative and 
in addition to any rights which it may have at law or in equity or by virtue of 
the terms of this charter. 

(d) The Charterer may terminate this charter in case any event of default 
specified in paragraph (c) of Clause 23 shall occur and shall continue for a 
period of 30 days after written or telegraphic notice thereof by the Charterer 
to Greenwich. 

25. Termination. Upon termination of this charter, the Charterer shall re- 
deliver the Vessel to Greenwich at such time and at such place as hereinafter 
provided, and turn over to Greenwich all property of whatsoever nature which 
Greenwich may theretofore have delivered to the Charterer or to which Greenwich 
is entitled under the terms of the charter, and the Charterer shall at its own ex- 
pense make to Greenwich a full accounting of all matters arising out of the 
operation of the Vessel and this charter, and shall adjust, settle, and liquidate 
such accounts. 

26. Notices. Unless otherwise provided in this charter or mutually agreed 
upon, all payments, notices and communications from Greenwich to the Char- 
terer shall be made or addressed to the Charterer’s appointed Marine Manager 
at 30 Rockefeller Plaza, New York, N. Y., and all payments, unless otherwise 
designated in writing by Metropolitan Life Insurance Company as assignee of 
Greenwich, notices and communications from the Charterer to Greenwich shall be 
made or addressed to Greenwich, Panama City, Panama, or at such other places 
as Greenwich may from time to time designate in writing. 

27. Arbitration. Should any dispute arise under this agreement, the matter 
in dispute shall be referred to three persons at New York, one to be appointed 
by Greenwich, one by Charterer and the third by the two so chosen; and their 
decision or that of any two of them shall be final, and their award may be made a 
rule of court and a judgment or decree entered thereon. 

28. Transfer of Registry. It is agreed that should the Owner desire to trans- 
fer registry of the Vessel, the Owner shall have such right of transfer of the 
Vessel under a flag to be named by the Charterer, with the provision that such 
change of flag is acceptable to the Owner. In the event that the flag named by 
the Charterer is not acceptable to the Owner, the Owner and the Charterer will 
agree on a mutually satisfactory flag. 

If the Charterer should desire to operate the Vessel under any other registry 
than Panamanian, the Charterer shall have the right to require a transfer of reg- 
istry. If after notice by the Charterer that it desires such transfer of registry 
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and the Owner and Charterer cannot agree upon the country to which registry 
is to be changed, Greenwich shall have the option to terminate this charter, and, 
if such option be not exercised, the Charterer shall have the option given in the 
charter between the Owner and Greenwhich to purchase the Vessel at a price 
equivalent to Owner’s cost (which shall be the aggregate of (i) the purchase 
price of the Vessel paid to the United States Maritime Commission, (ii) the 
cost of the repairs and conditioning required by Clause 8 and (iii) other charges 
properly capitalized by the Owner as part of its capital investment in the Vessel), 
depreciated from the date of delivery at a rate per annum such that said cost of 
the Vessel will be fully depreciated in the period between the date of delivery 
and the twentieth anniversary of the date of original delivery of the vessel by 
the builder thereof. 

Notwithstanding the foregoing provisions of this Clause 28, it is agreed that 
the American citizen ownership and Panamanian registry of the Vessel shall 
not be changed without prior approval of the United States Maritime Commis- 
sion, and that if in the judgment of the United States Maritime Commission 
the National interest of the United States of America so requires, the Owner 
shall return the Vessel to documentation under the United States tlag upon re- 
ceipt by the Owner of a demand by the United States Maritime Commission 
for such return. 

29. Requisition of Vessel. It is agreed that in the event that title to the Vessel 
is requisitioned or seized by any governmental authority during the term of this 
charter, the charter shall terminate, and hire and all obligations of the Charterer 
concerning redelivery of the Vessel contained in this charter shall cease at the 
time such requisition or seizure of title becomes effective. 

It is further agreed that in the event that the use of the Vessel is requisitioned, 
or seized, by any governmental authority during the term of this charter, the 
Charterer’s obligation to pay hire shall continue. The Charterer shall be entitled 
to any amounts paid to the Owner or to Greenwich or to the Charterer by such 
governmental authority on account of such requisition or seizure of use and 
Greenwich agrees that such amounts shall be paid to the Charterer immediately 
upon receipt by the Owner or Greenwich of any such payment from any govern- 
mental authority. 

IN WITNESS WHEREOF, the parties hereto have caused this charter to be 
signed in their behalf by their duly authorized officers or attorneys in fact, all 
as of the day and year first above written. 

GREENWICH MARINE CORPORATION, 
By (Sgd.) TimMorHy L. Wooprvurr. 

Attest: 

(Sgd.) G. A. Hooper. 
PANAMA TRANSPORT COMPANY, 
3y (Sed.) RAcpepH D. PARKER. 

Attest: 

(S¢d.) Roy PHILLIPPs. 


SS. YAMHILL—ADDENDUM TO BAREBOAT CHARTER PARTY DATED OcToBEeR 21, 1947 


Ir Is Tuts Day Muruatrty UNpbrerstToop and AGREED between GREENWICH 
MARINE CorporRATION, (Referred to as “Greenwich’) and PANAMA TRANSPORT 
Company, Charterer, THAT: 

The spaces left blank for deadweight tonnage and Summer freeboard draft in 
Clause # 1, of the above mentioned Bareboat Charter Party, shall be deemed 
filled in by the insertion of 16,594 and 30’02’’, respectively. 

(Executed in quadruplicate. ) 

GREENWICH MARINE CORPORATION, 
(Sgd.) Trmoruy L. WoopRvurr. 
Witness: 
(Sgd.) G. A. Hooper. 
PANAMA TRANSPORT COMPANY, 
(Sgd.) Rarry D. PARKER, 
Witness: 
(Sgd.) Rosert F. FEARON. 
Dated City of Panama, Republic of Panama March 31, 1948. 
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ADDENDUM TO S/S “YAMHILL” BAREBOAT CHARTER PARTY DATED 
OCTOBER 21, 1947 


Ir IS MUTUALLY UNDERSTOOD AND AGREED between Greenwich Marine Corpora- 
tion (herein designated as “Owner”) and Panama Transport Company (herein 
designated as “Charterer”) that: 

1. The last sentence of Clause 10—Inventory, which reads: 

“Items necessary to equip the vessel for the usual nearby foreign service 
and noted on the inventory as missing, shall be supplied and put aboard the 
vessel by Greenwich as soon as practicable after delivery date and listed 
in supplemental inventories.” 

shall be deleted. 

2. The following shall be deleted from the first sentence of Clause 12—Use 
of Equipment: 

“ge ¢: & 


or later put aboard by Greenwich as provided in Clause 
ae eh ee 


All other terms, conditions and exceptions of the above Charter Party shall 
remain unchanged. 
(Executed in quadruplicate. ) 
PANAMA TRANSPORT COMPANY, 
. @. Brack, Je.. 


(Attorney-in-Fact). 
Witness: C. G. Buack, Jr. 


(Sed.) A. J. Striffler 
GREENWICH MARINE CORPORATION, 


(S¢d.) TimorHy L. Wooprurr, President. 
Witness: TimMorHy L. WoopRUFrF 


(S¢d.) Edwin Allen Wood, Jr. 
Date: November 15, 1948. 


SS “YAMHILL” ADDENDUM TO BAREBOAT CHARTER PARTY Datep OcTOBER 21, 1947 
IT IS MUTUALLY UNDERSTOOD AND AGREED betweep GREENWICH MARINE CorRPORA- 
TION (herein designated as “Greenwich’) and PANAMA TRANSPORT COMPANY 
(herein designated as “Charterer”’) that Clause 6—Period of Charter—shall be 
amended to read: 
“Unless sooner terminated as herein provided, this charter shall be for a 
term of thirty-three (33) consecutive months plus the time required for 
making repairs as agreed in writing in accordance with Clause 8. The term 
provided for herein shall be extended also by the length of time required for 
the vessel to complete any voyage in progress at the end of such term and to 
proceed to the port of redelivery. The period between the time of delivery 
to the Charterer and the time of redelivery as described in this Clause 6 is 
hereinafter called the ‘charter period’.” 
All other terms, conditions and exceptions of the above Charter Party shall 
remain unchanged. 
(Executed in quadruplicate. ) 
WITNESS: GREENWICH MARINE CORPORATION, 
(S¢ed.) R. A. MurpHy. (Sgd.) A. Capparis (Attorney-in-Fact). 
WITNESS: PANAMA TRANSPORT COMPANY, 
(Sgd.) C. G. BLack, Jr. (Sgd.) Joun J. WinteRBoTTOM (Attorney-in-Fact). 
We, as holder and payee of the 3% Secured Promissory Notes of American 
Overseas Tanker Corporation and assignee of all moneys due or to become due 
under the charter to which the foregoing addendum relates, hereby consent to 
the execution of the foregoing addendum by Greenwich Marine Corporation and 
Panama Transport Company. 
METOPOLITAN LIFE INSURANCE CoMPANY, 
By Water H. SAUNDERS, 
Associate General Counsel. 
And RoLanp MAyYcock, 


Assistant General Counsel. 
Dated : December 1, 1950. 
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GREENWICH MARINE CORPORATION, 
33 CENTRAL AVENUE, APARTADO 2074, Crry oF PANAMA, 
Panama, January 6, 1948. 
Re: SS. “YAMHILL” 
PANAMA TRANSpoRT CoMPANY, 
Apartodo 933, Panama, Republic of Panama. 


Dear Srr:: With reference to the bareboat charter of the S. S. “YAMHILL” 
by Panama Transport Company from Greenwich Marine Corporation, the vessel's 
deadweight is estimated to approximate 16,594 tons. This estimate of deadweight 
was determined in the following manner: 


16,555 tons Wartime Deadweight 
118 tons Weight of Defense Features 


i y. Peacetime Deadweight as originally designed 

OP NT a netactinias Weight of Seam Straps and Defense features remaining 
16, 604 tons... Present Deadweight 

Ammunition Storage Bulkheads remaining 5 tons 
Degaussing Installation 20 tons 


25 tons 
54 tons 


—. 


Seam Straps which include Plating & Rivets 


79 tons 

We are agreeable to the calculation of charter hire based on the foregoing 
estimated deadweight until the vessel’s official deadweight has been determined 
and agreed upon with the American Bureau of Shipping. Any difference in 
charter hire between such estimate and such official deadweight can thus be 
adjusted between us at the time of such determination by the American Bureau 
of Shipping. 

If the foregoing estimate of deadweight, for the purpose of calculating interim 
charter hire, meets with your approval, please signify your acceptance at the 
indicated place on this letter. 

Very truly yours, 
GREENWICH MARINE CORPORATION, 
By: (Sgd.) CHARLES Bosak, 
C. Bosak, Attorney-in-fact. 

Accepted: 

PANAMA TRANSPORT COMPANY, 
By: (Sgd.) M. G. GamMBLe. 


ASSIGNMENT 


GREENWICH MARINE CORPORATION, a corporation organized and exist- 
ing under the laws of the Republic of Panama, with offices in Panama, Republic 
of Panama, and whose address is 33 Central Avenue, Apartado 2074, City of 
Panama, Panama, bareboat chartered owner of the tank vessel “Yamiill” (here- 
inafter referred to as the “Assignor’’), in consideration of One Dollar ($1.00), 
lawful money of the United States to the Assignor paid before the execution and 
delivery of this assignment, and of other good and valuable consideration, the 
receipt of which is hereby acknowledged, has sold, assigned, trunsferred and 
set over, and by this instrument does hereby sell, assign, transfer and set over, 
unto METROPOLITAN LIFE INSURANCE COMPANY, a corporation organized 
and existing under the laws of the State of New York, United States of America, 
with its principal office at 1 Madison Avenue, New York 10, New York, (herein- 
after called the “Assignee”) and unto the Assignee’s successors and assigns, 
to it and its successors’ and assigns’ own proper use and benefit, all of the 
Assignor’s right, title, and interest in and to all moneys due or to become due 
to the Assignor from Panama Transport Company, its successors and assigns, 
under, and all claims for damages arising out of breach of, a certain Charter 
Party, dated as of October 21, 1947, by and between the Assignor and said 
Panama Transport Company, a true copy of which is annexed hereto and made 
a part hereof, and all moneys due or to become due to the Assignor from Stand- 
ard Oil Company (New Jersey), under, and all claims arising out of, an agree- 





TILL” 
essel's 
weight 


aining 


5 tons 
0 tons 
5 tons 
4 tons 


19 tons 


regoing 
rmined 
ence in 
hus be 
Bureau 


interim 
at the 


TION, 


1d exist- 
Republic 
City of 
” (here- 
($1.00), 
tion and 
tion, the 
‘red and 
set over, 
rganized 
America, 
(herein- 
assigns, 
‘il of the 
ome due 
assigns, 
Charter 
and said 
ind made 
m Stand- 
an agree- 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 649 


ment of guaranty, dated January 7, 1948, signed by Standard Oil Company (New 
Jersey), a true copy of which is annexed hereto and made a part hereof; the 
purpose of this assignment being to secure the payment of the principal and 
interest of a certain loan or loans to American Overseas Tanker Corporation, 
a Delaware corporation (hereinafter called American), the owner of said tank 
vessel, by the Assignee in the aggregate of not more than Ten Million Dollars 
($10,000,000), in accordance with a Loan Agreement, dated December 30, 1947, 
between American and the Assignee, a true copy of which is annexed hereto and 
made a part hereof; this assignment being executed as a consideration for the 
execution and delivery by American of a certain Charter Party, dated as of 
October 21, 1947, by and between American and the Assignor covering said tank 
vessel. 

The Assignor does hereby ratify and confirm said Charter Party between the 
Assignor and said Panama Transport Company, and does hereby constitute the 
Assignee, its successors and assigns, the Assignor’s true and lawful attorney, 
irrevocably, with full power (in the Assignee’s name or otherwise) to usk, 
require, demand, sue for and collect, receive, compound, and give acquittances 
for, said moneys or claims due or to become due under said charter Party and/or 
said argreement of guaranty, and to endorse any checks or other instruments or 
orders in connection therewith. 

The Assignor covenants that, upon request, it will promptly and duly execute 
and deliver to the Assignee any and all such further instruments, documents, 
and writings as the Assignee may deem desirable to assist the Assignee in 
obtaining the full benefit of the moneys, property or things hereby assigned 
and the rights and powers herein granted. 

The Assignor warrants that it has not assigned, or pledged, and hereby cove- 
nants that it will not assign or pledge, while this instrument of assignment is 
in effect, the whole or any part of the moneys, property, or things hereby assigned, 
to anyone other than the Assignee, its successors or assigns. 

IN WITNESS WHEREOF, the Assignor has caused this instrument of assignment to 
be duly executed this 14th day of January, 1948. 


GREENWICH MARINE CORPORATION, 
By (Sgd.) CHares Bosak. 
STATE OF New York, 
County of New York, 8s: 


BE IT REMEMBERED that on the 14th day of January, in the year 1948, before me 
personally came Charles Bosak to me known and personally know to me to be 
Attorney-in-Fact of Greenwich Marine Corporation, who being by me duly sworn 
according to law, did acknowledge, depose and say on his oath, and to my knowl- 
edge he has produced sufficient proof, that he resides at Bayview Avenue in East 
Islip, N. Y.; that he is Attorney-in-Fact, and is duly authorized to execute the 
foregoing Assignment for and on behalf of, Greenwich Marine Corporation, the 
corporation described in and which executed the foregoing Assigninent; that he 
knows the seal of said corporation ; that the seal affixed to the foregoing Assign- 
ment is such corporate seal; that it was so affixed by order of the Board of 
Directors of said corporation; that he signed his name thereto by like authority ; 
that the foregoing Assignment is his own voluntary act and deed and the volun- 
tary act and deed of said corporation; and that he has sealed, executed and 
delivered the foregoing Assignment pursuant to authority vested in him hy the 
Board of Directors of said corporation. I hereby certify that the signature 
of Charles Bosak on the foregoing Assignment is authentic and in his own proper 
handwriting. 

GIVEN under my hand and seal of office the day and year aforesaid. 


(Sgd.) GerorGe J. Farrert, Notary Public. 


Agreement pursuant to Clause 8 of Charter of the T2 Tanker SS “YaMuILL” 
Between Greenwich Marine Corporation and Panama Transport Company made 
as of the 21st day of October, 1947. 


It is hereby agreed as follows: 


1. The repairs and other work to be done upon the T2 Tanker “Yamhill” to put 
the vessel in Class Al (E) AMS ao EAC American Bureau of Shipping, or 
equivalent, with all required certificates, and so far as due diligence can make 
it so, tight, staunch, strong and well and sufficiently tackled, apparelled, fur- 
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nished and equipped, and in every respect seaworthy and in good operating 
condition and repair, with tanks, heater coils and holds in all respects fit for 
the contemplated service, and with shell and deck seam straps installed and 
all seam and butt welds of the shell and deck in way of the cargo oil tank hody 
low temperature stress relieved in accordance with Plan No. 949 and specifica- 
tions of Standard Oil Company (N. J.) are set forth in the specifications attached 
hereto and made a part hereof. 

2. The cost of said repairs and work, including insurance, is agreed upon as 
TWO HUNDRED SIXTY NINE THOUSAND SEVENTY FIVE DOLLARS AND FORTY ONE CENTS 
($269,075.41). 

3. The time required for making said repairs and doing the said work is 
agreed upon as thirty (80) calendar days. 

4. Execution of this Agreement by American Bureau of Shipping is hereby 
waived. 


Dated New York January 14, 1948. 


(Sgd.) CHARLES BoSAK, 
Representative of Greenwich Marine Corporation. 
(Sgd.) M. G. GAMBLE, 
Representative of Panama Transport Company. 


JANUARY 8, 1948. 
2706 
3101-1 


BAREBOAT CHARTERED VESSELS, GREENWICH MARINE CORPORATION, PANAMA TRANS- 
PORT COMPANY, VESSELS “OWYHEE,” “GERVAIS,” “Forr GrorGe,” “UMATILLA,” 
“YAMHILL” 


GREENWICH MARINE CORPORATION, 
33 Central Avenue, Apartado 2074, Panama, C. Z. 

Dear Stirs: We refer to barefoot charters dated October 21, 1947 between our 
respective companies on the above-mentioned vessels, 

We have to advise that on and trom the enective date of such barebout 
charters, and until further notice from Charterer to the contrary, Charterer 
will exercise the option under Clause 18 (c) of the charters mentioned, to self- 
insure the insurances mentioned in Clause 18 (a) and proposes such coverage 
will be in accordance with: 

1. Marine Hull Insurance under American Institute Time (Hulls) form July 
1, 1941 (October, 1945)—excluding any limitations by reason of American Insti- 
tute Trading Warranties. 

~». American Institute Time (Hulls) War Risk Clause, August 1947. 

3. Marine Protection & Indemnity Insurance under American Steamship 
Mutual P. & I. Association form of policy dated 1944, with current amending 
Marine clauses but excluding war risk riders. 

All other provisions of Clause 18 in the charters remain unchanged. 

If the foregoing is satisfactory, kindly sign the enclosed copies (2) of this 
letter, in the space indicated below, and return them to us. 

Very truly yours, 
PANAMA TRANSPORT COMPANY, 
By (Sgd.) M. G. GAMBLE. 

Agreed, January 8th, 1948. 

GREENWICH MARINE CORPORATION, 
By (Sgd.) CHARLES Bosak. 


JANUARY 7, 1948. 
GREENWICH MARINE CORPORATION, 
383 Central Avenue, Apartado 2074, City of Panama, Republic of Panama. 


Drak Sirs: In consideration of the execution by you, at our request, of a 
charter party, copy of which is attached, chartering for a period of five years the 
‘Tank Vessel Yamhill to Panama Transport Company a wholly owned subsidiary 
of the undersigned, we hereby agree as follows: 

(1) We hereby unconditionally guarantee, and become surety for, the full 
und timely performance by Panama Transport Company of each and every obli- 
gation of the charterer of every nature under said charter party, and in the event 
of any one or more defaults in performance by the charterer, we will promptly 
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meet such obligation or obligations. We further agree that our liability here- 
under to you shall be directly enforceable by you without any action of any 
nature by you against Panama Transport Company. 

(2) We hereby waive diligence, notice of defaults and other notice or demand 
of any kind, and consent to any and all extensions of time or indulgences which 
may be given to Panama Transport Company, and to any modification of said 
charter party which you and Panama Transport Company may from time to 
time agree upon. 

(3) This agreement is binding upon us, our successors and assigns, and shall 
be enforceable by you, your successors and assigns. 

Yours very truly, 


(Corporate Seal) STANDARD OIL COMPANY (NEW JERSEY), 
CHESTER F’. SMITH, Vice President. 
Attest : 
(Sg¢d.) N. R. ReyNo ps, 
Asst. Seere tary. 


Exutpir No. 7 


AMERICAN OVERSEAS TANKER CORPORATION, 
December 30, 1947. 
LOAN AGREEMENT 


METROPOLITAN LIFE INSURANCE COMPANY, 
One Madison Avenue, New York 10, N. Y. 
(Attention of Vice-President and Treasurer.) 

Dear Sirs: We, American Overseas Tanker Corporation, a Delaware corpora- 
tion (hereinafter called the Company), agree with you as follows: 

1. Subject to the terms and conditions hereof, you will lend to us, and we will 
borrow from you, from time to time on or before March 31, 1948, an aggregate 
principal amount not exceeding $10,000,000 as hereinafter provided. The Com- 
pany proposes to purchase from the United States Maritime Commission five 

2-SE-Al tankers, which tankers are to be duly placed under tue tag of 
Panama and chartered by the Company to Greenwich Marine Corporation, a 
Panamanian corporation (hereinafter called Greenwich), and sub-chartered 
by Greenwich to Panama Transport Company, a Pamanian corporation (herein- 
after called Panama), a wholly-owned subsidiary of Standard Oil Company 
(New Jersey), a New Jersey corporation (hereinafter called Standard), which 
is to guarantee the obligations of Panama under such sub-charters. Each 
advance of a portion of the loan to be made pursuant to this Agreement shall be 
evidenced by a 3% Secured Promissory Note of the Company (hereinafter calied 
a Note and all Notes to be issued pursuant hereto being collectively called the 
Notes) in the principal amount of such advance, to be dated as of the date of the 
making of the advance evidenced thereby, and to mature in 60 monthly instal- 
ments payable on the first day of each month beginning with the first month 
which bexins at least forty-five days after the date of such advance, each Note 
to be substantially in the form of Exhibit A hereto with such changes, if any, 
as Shall be agreed upon between you and us. The advance of a portion of the 
loan with respect to each of the five tankers shall be made separately and shall 
be limited to the amount hereinafter provided. 

2. We represent and warrant that: 

(a) The balance sheet of the Company as at December 28, 1947, certified by 
our Treasurer, a copy of which is annexed hereto as Exhibit B, is correct and 
complete and truly represents the financial condition of the Company as at said 
date. The pro forma balance sheet of the Company as at December 26, 1947, 
giving effect to the purchase by the Company of five tankers as herein coutem- 
plated and a loan of $10,000,060 hereunder, a copy of which pro forma balance 
sheet is annexed hereto as Exhibit C, is correct and complete and truly presents 
the financial condition of the Company as at said date after giving effect to such 
transactions. Said balance sheets have been prepared in accordance with sound 
accounting practice. The Company has no liabilities contingent or otherwise 
not reflected in or contemplated by Exhibit C., 

(b) The Company is a corporation duly organized and existing under the 
laws of the State of Delaware. It has full power, authority and legal right to 
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borrow, in accordance with this Agreement, the sums permitted to be borrowed 
by it hereunder, to execute and deliver this Agreement and the Notes, to execute 
and deliver the Charters, Ship Mortgages and Company Assignments herein- 
after referred to and to perform and observe the terms and provisions of each 
of such documents. 

(c) Greenwich is a corporation duly organized and existing under the laws of 
the Republic of Panama and has full power, authority and legal right to execute 
and deliver the Charters, Sub-Charters and Greenwich Assignments hereinafter 
referred to. 

(d) The Company is not a party to or bound by the terms of any indenture, 
contract, charter, agreement or other instrument except such as are expressly 
referred to herein or reflected in Exhibit C hereto. 

(e) The borrowing herein contemplated and the execution and delivery of 
this Agreement, the Ship Mortgages, Charters, Company Assignments and Notes 
have been duly authorized by the Company’s Board of Directors. 

(f) The execution and delivery by Greenwich of the Charters, Sub-Charters 
and Greenwich Assignments will not conflict with, or result in any breach of the 
terms, conditions or provisions of, or constitute a default under, or result in the 
creation or imposition of any lien, charge or encumbrance of any nature what- 
soever upon Greenwich’s rights under the Charters and Sub-Charters pursuant 
to, any other agreement or instrument to which Greenwich is a party or .;by 
which Greenwich may be bound or any corporate charter, by-law or stock pro- 
vision of Greenwich. 

(g¢) Except for advances incident to the purchase of the tankers, to be repaid 
out of advances hereunder, Greenwich is not now indebted to anyone, and prior 
to the execution and delivery to you of all of the Greenwich Assignments, Green- 
wich will not be indebted to any one other than to the Company pursuant to the 
Charters and to you pursuant to any Greenwich Assignment theretofore executed 
and delivered to you. 

(h) The execution and delivery of the Charters, Sub-Charters and Greenwich 
Assignments have been duly authorized by Greenwich’s Board of Directors. 

(i) The properties and assets of the Company are not subject to any liens or 
encumbrances except such as are to be permitted by Section 2 of the Notes. 

(j) The execution and delivery of the Sub-Charters and the Guaranties have 
been duly authorized by Panama and Standard, respectively. 

(k) There are no actions, suits or proceedings pending or to the knowledge of 
the Company threatened against or affecting the Company or Greenwich at law 
or in equity or admiralty or before or by any federal, state, municipal or other 
governmental department, commission, board, bureau, agency or instrumentality, 
domestic or foreign. 

(1) No consent or approval of any governmental agency or commission is 
necessary for the due execution and delivery of this Agreement, the Ship Mort- 
gages, Charters, Sub-Charters, Company Assignments, Greenwich Assignments 
or Guarantees hereinafter referred to, or for the validity or enforceability of any 
of them. 

(m) Neither the Company nor Greenwich is a “national” of any foreign 
country within the meaning of Executive Order No. S389, as amended, of the 
President of the United States or any regulations issued thereunder. 

(n) The Company has entered into contracts, copies of which have been de- 
livered to you, for the purchase from the United States Maritime Commission of 
five T2-SE-Al1 tankers pursuant to which the Company will secure from said 
Commission valid title, free and clear of all liens, charges and encumbrances, to 
such tankers, 

3. The Notes to be issued pursuant hereto shall be secured as follows: 

(a) By assignments from the Company to you (herein called the Company 
Assignments), each substantially in the form of Exhibit D hereto. 

(b) By assignments from Greenwich to you (herein called the Greenwich 
Assignments), each substantially in the form of Exhibit E hereto. 

(c) By separate ship mortgages from the Company to you (herein called the 
Ship Mortgages), each substantially in the form of Exhibit F hereto, on each 
of the five tankers. 

4. You shall be under no obligation to make any advance hereunder: 

(a) If an event has occurred and is continuing which constitutes a default 
hereunder or constitutes an event of default under any of the Notes or the Ship 
Mortgages or which would constitute an event of default thereunder but for a 
requirement that notice be given or that a period of grace or time elapse, or 
both. 
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(b) Unless at the time of making such advance the Company shall furnish you 
with a certificate, dated not earlier than ten days prior to the date of making such 
advance and signed by the President or a Vice-President of the Company, setting 
forth with respect to the tanker to be purchased with the proceeds of such 
advance the purchase price thereof to be paid to the United States Maritime 
Commission and all other items properly chargeable under sound accounting 
practice to the cost of such tanker on the books of the Company and certifying 
that none of the events specified in subparagraph (a) of this Paragraph 4 has 
happened and that the representations and warranties made by the Company 
pursuant to Paragraph 2 hereof are true and correct as of the date of such 
certificate. The aggregate amount of the advance to be made by you in connection 
with each tanker shall not exceed the purchase price therefor to be paid to the 
United States Maritime Commission and such items of cost as aforesaid, and in no 
event shall the aggregate amount of any advance exceed the largest multiple of 
$5,000, not exceeding $2,000,000, which is smaller than the aggregate of such 
purchase price and such items of cost with respect to any tanker. 

(c) Unless at the time of making such advance: (1) you shall have received 
evidence satisfactory to you in your sole discretion that (i) the Company has 
received a bill of sale transferring title to the tanker being purchased with the 
proceeds of such advance free and clear of all liens, charges and encumbrances ; 
(ii) the Company has entered into a charter party (herein called a Charter), sub- 
stantially in the form of Exhibit G hereto, with Greenwich relating to such 
tanker; (iii) Greenwich has entered into a charter party (herein called a Sub- 
Charter), substantially in the form of Exhibit H hereto, with Panama relating 
to such tanker; (iv) the obligations of Panama under such Sub-Charter have been 
guaranteed by a guaranty (herein called Guaranty) of Standard, substantially in 
the form of Exhibit I hereto; (v) such tanker has been tendered to, and accepted 
for use by, Greenwich under such Charter and by Panama under such Sub- 
Charter; (vi) any guaranty by the Company of the obligations of Greenwich under 
such Sub-Charter is expressly subordinated to the Notes and (vii) Greenwich has 
repaid at least $200,000 of the advances referred to in subparagraph (g) of 
aragraph 2 hereof for each of the tankers then and theretofore delivered; and 
(2) the Company shall have executed and delivered to you a Company Assign- 
ment, substantially in the form of Exhibit D hereto, covering such Charter and 
Greenwich shall have executed and delivered to you a Greenwich Assignment, 
substantially in the form of Exhibit E hereto, covering such Sub-Charter and 
Guaranty. 

(d) Unless at or before the making of such advance the Company shall have 
delivered to you a favorable opinion of its counsel, satisfactory in form and sub- 
stance to you, as to such matters incident to the transactions contemplated by 
this Agreement as you may desire. 

(e ) Unless at or before the making of such advance you shall have received from 
Messrs. Cravath, Swaine & Moore and Messrs. Haight, Griffin, Deming & Gardner 
who are acting as special counsel for you in connection with this transaction 
favorable opinions, in form and substance satisfactory to you, as to such matters 
incident to the transactions contemplated by this Agreement as you may desire. 

(f) Unless you shall have received 5 days prior written notice of the date, 
time and place (which shall be within the metropolitan area of New York City) 
on and at which the making of such advance is requested. 

The Company agrees that as promptly as possible after the making of each 
advance hereunder and in any event within 30 days thereafter it will: (i) duly 
place under’*the Panamanian flag the tanker purchased with the proceeds of such 
advance; (ii) effect the proper registration in Panama of the bill of sale covering 
such tanker; (iii) execute and deliver to you a Ship Mortgage, substantially in 
the form of Exhibit F hereto, on such tanker; (iv) effect the proper recording in 

‘anama of such Ship Mortgage and the Company Assignment and Greenwich 
Assignment with respect to such tanker ; (v) furnish you two duly certified copies 
of the recorded Ship Mortgage on such tanker, together with two duly certified 
English translations thereof; (vi) pay all fees and expenses in connection with 
the foregoing; and (vii) furnish you with a favorable opinion of counsel for the 
Company, satisfactory in form and substance to you, to the effect that all require- 
ments of subdivisions (i), (ii), (iii), (iv) and (vi) of this paragraph have been 
complied with, that the Company Assignment and Greenwich Assignment with 
respect to such tanker have been duly recorded and are valid and binding in 
accordance with their terms, that the Ship Mortgage on such tanker has been duly 
executed and delivered, has been duly recorded, gives a first mortgage lien on 
such tanker, and is valid and binding in accordance with its terms, and that no 
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consent or authority of any governmental agency is necessary in connection with 
the execution and delivery and carrying out of the foregoing. 

5. The Company agrees that so long as you shall hold any of the Notes it will: 

(a) Promptly pay and discharge all fees and charges necessary to maintain 
the documentation and registry of the tankers purchased with the proceeds of 
advances hereunder, and pay or cause to be paid all claims for wages, supplies 
and salvage in connection with each of such tankers; and duly pay and discharge 
all taxes, including without limitation any taxes in connection with the issuance 
of the Notes, assessments and governmental charges upon the Company or against 
its properties prior to the date on which penalties are attached thereto, unless 
and to the extent only that such claims, taxes or charges shall be contested in 
good faith and by appropriate proceedings by the Company. 

(b) The Company will deliver to you 

(i) within 60 days after the end of each of the first three quarterly periods in 
each fiscal year, statements of profit and loss and surplus of the Company for 
that period, and a balance sheet of the Company as at the end of that period, all 
in reasonable detail and certified by an authorized financial officer of the 
Company: 

(ii) within 120 days after the end of each fiscal year, statements of profit and 
loss and surplus of the Company for such year, and a balance sheet of the 
Company as at the end of such year, all in reasonable detail and accompanied by 
a report of independent public accountants of recognized standing selected by us; 

(iii) within 120 days after the end of each fiscal year, a certificate signed by an 
authorized officer of the Company stating (1) that a review of the activities of 
the Company and Greenwich during such year has been made under his super- 
vision with a view to determining whether the Company, Greenwich and Panama 
have kept, observed, performed and fulfilled all their respective obligations under 
this agreement, the Notes, Ship Mortgages, Charters, Sub-Charters, Company As- 
signments and Greenwich Assignments; (2) that to the best of his knowledge 
the Company, Greenwich and Panama have kept, observed, performed and ful 
filled each of their respective oblizations herein and in the Notes, Ship Mortgages, 
Charters and Sub-Charters, Company Assignments and Greenwich Assignments 
contained and are not at the time in default in the performance, observance or 
fulfillment of any of such obligations: and (3) that none of the events of default 
specified in the Notes or Ship Mortgages has occurred or, if this Company shall 
be so in default or if any of such events of default shall have occurred, specifying 
all such defaults and events of default and the nature thereof; and 

(iv) promptly upon receipt thereof, copies of all detailed reports, if any, sub- 
mitted to the Company by independent public accountants in connection with each 
annual or interim audit of its books by such accountants. 

(c) The Company will furnish to you such other reasonable information (in- 
cluding information concerning Greenwich) as you may, from time to time, 
request, and will advise you of, and at your request make available for examina- 
tion copies of, any special or extraordinary reports or statements which the 
Company or Greenwich may make to or file with any governmental department, 
commission, board, bureau or agency, federal or state, which, in our opinion, might 
be helpful to you in evaluating your investment in the Notes. 

6. So long as you shall hold any of the Notes, you may visit and inspect any of 

the properties of the Company or Greenwich, examine its books of account and 
discuss the affairs, finances and accounts of the Company and Greenwich with 
their respective officers, all at such reasonable times and as often as you may 
desire, 
7. We agree that prior to the execution and delivery of the Notes and Ship 
Mortgages neither we nor Greenwich will take any action which we or Greenwich 
would be prohibited from taking if the Notes and Ship Mortgages in the forms of 
Exhibits A and F had at all times after the date hereof been effective and binding 
instruments, 

S. You represent that you are acquiring the Notes for your own account for 
investment and not with a view to sale thereof nor with any present intention of 
selling the Notes, but subject, nevertheless, to any requirement of law that the 
disposition of your property shall at all times be within your control. We repre- 
sent that we have not, either directly or through any agent, offered any of the 
Notes to, or solicited or negotiated or communicated in respect of the Notes with, 
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any person or persons other than you and a group consisting of not more than 
fifteen banks. 

9. We will cause all moneys due and to become due to Greenwich under the 
Sub-Charters and assigned to you pursuant to the Greenwich Assignments to be 
paid directly to you, and you agree that such moneys shall be: 

(a) applied monthly by you to all the Notes then outstanding pro rata in 
payment of interest and instalments of principal then due thereon; and 
(b) after maturity of any of the Notes, whether by acceleration or other- 
wise, applied from time to time by you to any or all of the Notes then out- 
standing, including any accrued interest thereon, in your sole discretion. 
You agree that prior to the maturity of any of the Notes, whether by acceleration 
or otherwise, any moneys paid by Panama to you pursuant to the Greenwich 
Assignment relating to any particular tanker in respect of any particular period 
shall be deemed to constitute payment to such extent of any sum then due for 
such period from Greenwich to you pursuant to the Company Assignment relat- 
ing to such tanker. 

10. Whether or not any or all of the loan herein contemplated shall be con- 
summated, we will reimburse you for any out-of-pocket expenses incurred by 
you in connection with the transaction herein contemplated, including, but not 
limited to, charges and disbursements of your special counsel for all services 
required of them (including any charges and disbursements of any counsel whom 
your special counsel may desire to consult on questions of the law of the Republic 
of Panama) aud stamp and other taxes, if any, incident to the transaction herein 
contemplated. 

11. All covenants, agreements, representations and warranties made herein 
and in certificates delivered pursuant hereto shall survive the making by you 
of the loan herein contemplated and the execution and delivery to you of the 
Notes and shall continue in full force and effect so long as any of the Notes are 
outstanding and unpaid. Whenever in this Agreement any of the parties hereto 
is referred to, such reference shall be deemed to include the successors and 
assigns of such party; and all covenants, promises and agreements in this 
Agreement contained by or on behalf of the Company, or by or on behalf of you, 
shall bind and inure to the benefit of the respective successors and assigns of 
such party hereto. 

12. All communications provided for hereunder or under the Notes shall be in 
writing and, if to you, mailed or delivered to you addressed as this Agreement 
is addressed, or if to us, mailed or delivered to us at our office at S24 Connecticut 
Ave., N. W., Washington 6, D. C., or at any other office that we may hereafter 
designate by written notice to you, marked for the attention of our Treasurer. 

13. This Agreement shall be construed in accordance with the laws of the 
State of New York. 

Upon your signing the form of acceptance on the enclosed counterpart of this 
Agreement and returning such counterpart to us, this Agreement shall become 
a binding agreement between you and the Company. 

Very truly yours, 
AMERICAN OVERSEAS TANKER CORPORATION, 
By G. D. HAwrnorne, Vice-President. 


The foregoing agreement is hereby accepted. 

METROPOLITAN LIFE INSURANCE COMPANY, 
$y EUGENE A, SCHMIDT, Jr., Third Vice-President. 
WALTER H. SAUNDERS, JR., Assistant General Counsel. 

Exuipir A 
AMERICAN OVERSEAS TANKER CORPORATION 
3% SECURED PROMISSORY NOTE 

New York, N. Y.., , 194 
American Overseas Tanker Corporation, a corporation of the State of 


Dela- 
ware (hereinafter called the Company), for value received, hereby promises to 
pay to Metropolitan Life Insurance Company, or order, at 1 Madison Avenue, 
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New York, N. Y., in such coin or currency of the United States of America as at 
the time of payment shall be legal tender for public and private debts, the 
principal sum of Dollars ($ ), together 
with interest from the date hereof on the amount of the unpaid portion of said 
principal sum remaining unpaid from time to time at the rate of three per centum 
(3%) per annum until such unpaid portion of said principal sum shall have 
become due and payable, in sixty (60) monthly payments as follows: 
Applicable to Unpaid Balance 
Intereston Applicableto of Principal 
Amount of Unpaid Balance Reduction of after such 
Date of Payment Payment’ of Principal Principal Payment 
{Here insert first day of each [Each instalment of principal (which shall be a 
calendar month beginning multiple of $1,000) and interest shall equal i: 
with the first month which the aggregate, as near as may be, every othe 
begins not less than 45 days instalment of principal and interest ] 
after the date of this Note 
and ending with the sixtieth 
month] 


and with interest at the rate of six per centum (6%) per annum after such 
unpaid portion of said principal sum shall have become due and payable and 
so far as may be lawful, interest on any overdue instalment of interest at th 
rate of six per centum (6%) per annum. 

1. This Note is one of a number of Notes (hereinafter called the Notes), each 
in the denomination of $5,000 or a multiple thereof and substantially in the form 
of this Note, made by the Company in an aggregate principal amount not ex 
ceeding $10,000,000 and secured by certain ship mortgages and assignments 
of certain charter rights and guaranties thereof given to the payee hereof (such 
ship mortgages and assignments being hereinafter sometimes called the Col 
lateral). 

2. The Company covenants and agrees that, so long as this Note shall be out 
standing, neither the Compuny nor Greenwich Marine Corporation, a Pana 
manian corporation (hereinafter called Greenwich), will: 

(a) create, incur, assume or suffer to exist any mortgage, pledge or other er 
cumbrance upon any of its properties or assets, whether now owned or hereafter 
acquired, except: 

(i) the ship mortgages constituting part of the Collateral ; 

(ii) liens for crews’ wages and salvage incurred in the ordinary course 0! 
operation of its tankers; 

(iii) liens for taxes not delinquent or being contested in good faith; 

(iv) the rights created by the charters to Greenwich constituting part of the 
Collateral; and 

(v) any liens, junior to the Collateral, to secure any subordinated indebted- 
ness permitted by subdivision (c) (ii) of this Section 2. 

(b) enter into any merger or consolidation, or sell all or substantially all of 
its assets; 

(c) create, incur or assume any liability for borrowed money except : 

(i) indebtedness evidenced by the Notes; and 

(ii)subordinated indebtedness from the Company to Greenwich in an amount 
from time to time not exceeding the principal amount of the Notes that sha 
theretofore have been paid, any such subordinated indebtedness to be expressly 
subordinated and postponed as to principal to the payment in full ef the princi 
pal of the Notes and as to interest to the payment of alt interest as it shall b 
come due and payable on the Notes and expressly subordinated, in the event that 
one or more of the events of default specified in Section 3 hereof shall have 
happened and be continuing to the payment in full of the principal of, and in 
terest on, the Notes and any such subordinated indebtedness may be new in- 
debtedness or indebtedness represented by Notes reissued or transferred on a 
subordinated basis (any Notes so reissued shall not be deemed to be include: 
in the term “Notes” as used herein) ; 

(d) assume, guarantee, endorse or otherwise become liable in connection 
with the obligations of any person, firm or corporation except by endorsement 
of negotiable instruments for deposit or collection or similar transactions in the 
normal course of business and except any guaranty by the Company of the obliga- 
tions of Greenwich under certain sub-charters between Greenwich and Panama 
Transport Company, a Panamanian corporation, covered by certain of the 
assignments constituting part of the Collateral, any obligation of the Compan) 
under any such guaranty for the payment of money to be expressly subordinated 
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and postponed to the payment in full of the principal of, and interest on, the 
Notes; 

(e) make any loans or advances to persons, firms or corporations ; 

(f) purchase or acquire the obligations or stock of any person, firm or cor- 
poration or other enterprise whatsoever other than direct obligations of the 
United States; 

(g) declare or pay any dividends (except stock dividends), purchase, redeem 
or otherwise acquire for value any of its stock now or hereafter outstanding, 
return any capital to stockholders or make any distribution of assets to stock- 
holders ; 

(h) without the consent of the payee hereof, consent to any modification or 
amendment of any character relating to any Collateral, enter into any agree- 
ment for the extension of the term of any such charter, waive or release any 
obligation of any charterer under any such charter, terminate any such charter, 
whether or not on account of the occurrence of any event of default therein 
specified, consent or agree to any act or emission to act on the part of any char- 
terer under any such charter which, without such consent or agreement, would 
constitute a default under any such charter, appoint or approve any arbitrator 
or other person (other than average adjusters) whose appointment or approval 
by it is contemplated in any such charter or fail promptly and diligently to 
exercise each and every right which it may have under any such charter as 
may be required by the payee hereof or fail to deliver to the payee hereof forth- 
with upon receipt thereof a copy of each demand, notice, communication or 
other document (except those received in ordinary course of business) delivered 
to it in any way relating to any such charter. 

3. This Note shall become and be due and payable upon demand made by the 
holder hereof if one or more of the following events (hereinafter called Events 
of Default) shall happen and be continuing at the time of such demand or at 
the time of a similar demand from the holder of any of the Notes: 

(a) default shall be made in the payment of the whole or any part of the 
interest or any of the Notes when and as the same shall become due and payable 
and the same shall continue for ten (10) days: or 

(b) default shall be made in the payment of the whole or any part of the 
principal of any of the Notes when the same shall become due and payable and 
the same shall continue for ten (10) days: or 

(c) default shall be made in the due and punctual observance and performance 
of any covenant, condition or agreement on the part of the Company contained 
in Section 2 hereof: or 

(d) the Company or Greenwich shall make an assignment for the benefit of 
creditors, shall file a petition in bankruptcy, shall be adjudicated insolvent or 
bankrupt, shall petition or apply to any tribunal for any receiver or any trustee 
of the Company or Greenwich or any substantial part of their respective prop- 
erty, shall commence any proceeding relating to the Company or Greenwich 
under any reorganization, arrangement, readjustment of debt, dissolution or 
liquidation law or statute of any jurisdiction, whether now or hereafter in 
effect, or there shall be commenced against the Company or Greenwich any 
such proceeding which remains undismissed for a period of ninety (90) days, or 
the Company or Greenwich by any act shall indicate its consent to, approval 
of or acquiescence in any such proceeding or the appointment of any receiver 
of or trustee for the Company or Greenwich or any substantial part of their 
respective property. or shall suffer any such receivership or trusteeship to con- 
tinue undischarged for a period of ninety (90) days; or 

(e) default shall be made in the due and punctual observation and perform- 
ance of any covenant, condition or agreement on the part of the Company, 
Greenwich or Panama Transport Company, a Panamanian corporation, contained 
in any of the Collateral or any charter relating thereto and such default shall 
continue for 15 days after written notice thereof to the Company from the holder 
of any Note stating the specific default or defaults. 

In case one or more of the Events of Default specified above in this Section 3 
Shall have happened and be continuing, the holder of this Note may proceed to 
protect and enforce its rights either by suit in equity and/or by action at law, 
whether for the specific performance of any covenant or agreement contained in 
this Note or in aid of the exercise of any power granted in this Note, or proceed 
to enforce the payment of this Note or to enforce any other legal or equitable right 
of the holder of this Note or proceed to take any action authorized or permitted 
under the terms of any of the Collateral or of applicable law. 

No course of dealing between the Company and the holder hereof or any delay 
on the part of the holder hereof in exercising any rights hereunder shall operate 
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as a waiver of any right of any holder hereof except to the extent expressly 
waived in writing by the holder hereof. 

IN WITNESS WHEREOF, American Overseas Tanker Corporation has caused this 
Note to be signed in its corporate name by a duly authorized officer and this Note 
to be dated as of the day and year first above written. 

AMERICAN OVERSEAS TANKER CORPORATION, 
BET acsinmste, nin timininy AY MOET CORIO. 


ExuibBir D 
ASSIGNMENT 


American Overseas Tanker Corporation, a corporation organized and existing 
under the laws of the State of Delaware, United States of America, and whose 
address is 824 Connecticut Avenue, N. W., Washington 6, D. C., owner of the 
tank vessel (hereinafter referred to as the “Assignor”™ ), in con 
sideration of One Dollar ($1.00), lawful money of the United States to the 
Assignor paid before the execution and delivery of this assignment, and of other 
good and valuable consideration, the receipt of which is hereby acknowledged 
has sold, assigned, transferred and set over, and by this instrument does hereby 
sell, assign, transfer, and set over, unto Metropolitan Life Insurance Company, 
a corporation organized and existing under the laws of the State of New York, 
United States of America, with its principal office at 1 Madison Avenue, New 
York 10, New York (hereinafter called the Assignee), and unto the Assignee's 
successors and assigns, to its and its successors’ and assigns’ oOWn proper Use 
and benefit, all of the Assignor’s right, tithe and interest in and to all moneys 
due or to become due to the Assignor from Greenwich Marine Corporation, a 
corporation organized and existing under the laws of the Republic of Panama, 
its suecessors and assigns, under, and all claims for damages arising out of 
breach of, a certain Charter Party, dated as of October 21, 1947, by and between 
the Assignor and said Greenwich Marine Corporation, a true copy of which 
is annexed hereto and made a part hereof; the purpose of this assignment being 
to secure the payment of the principal of, and interest on, a certain loan o1 
loans to the Assignor by the Assignee in the aggregate amount of not more thar 
Ten Million Dollars ($10,000,000), in accordance with a Loan Agreement, dated 
December 30, 1947, between the Assignor and the Assignee, a true copy of which 
is annexed hereto and made a part hereof. 

The Assignor does hereby ratify and confirm said Charter Party, and does 
hereby constitute the Assignee, its successors and assigns, the Assignor’s true 
and lawful attorney, irrevocably, with full power (in the Assignee’s pume or 
otherwise) to ask, require, demand, sue for and collect, receive, compound an 
give acquittances for, the said moneys or claims due or to become due under 
said Charter Party, and to endorse any checks or other instruments or orders 
in connection therewith. 

The Assignor coVenants that, upon request, it will promptly and duly execute 
and deliver to the Assignee any and all such further instruments, documents, 
and writings as the Assignee may deem desirable to assist the Assignee in 
obtaining the full benefits of the moneys, property or things hereby assigned ini 
the rights and powers herein granted. 

The Assignor warrants that it has not assigned, or pledged, and hereby coye- 
nants that it will not assign or pleedge, while this instrument of assignment is in 
effect, the whole or any part of the moneys, propery, or things hereby assigned, 
to anyone other than the Assignee, its successors or assigns. 

IN WitrNESS WHEREOF, the Assignor has caused this instrument of assigninent 
to be duly executed this day of_-_- aes cic. A 

AMERICAN OVERSEAS TANKER CORPORATION, 
3s eee eRe: _, (Vice President). 
Attest: 


(Secretary ) 


STATE OF NEw YORK 
County of New York, ss.: 

Be it remembered that on the ay of —_- _.., in the year 194_-, 
before me personally came- ‘hed « ...._._..., to me known 
and personally known to me to be - ..----.. Of AMEBICAN 
OVERSEAS TANKER CORPORATION, who being by me “duly sworn according to law, 
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did acknowledge, depose and say on his outh, and to my knowledge he has pro- 
duced sufficient proof, that he resides at aeerer oe 
in aoe eae rie eS 3 i Ses oe eee eee oo. ft for, and is duly 
authorized to execute the foregoing Assignment for and on behalf of, AMERICAN 
OVERSEAS TANKER CORPORATION, the corporation described in and which executed 
the foregoing Assignment; that he knows the seal of said corporation; that the 
seal affixed to the foregoing Assignment is such corporate seal; that it was so 
affixed by order of the Board of Directors of said corporation; that he signed 
his name thereto by like authority; that the foregoing Assignment is his own 
voluntary act and deed and the voluntary act and deed of said corporation , and 
that he has sealed, executed and delivered the foregoing Assignment pursuant to 
authority vested in him by the Board of Directors of said corporation. I hereby 
certify that the signature of Sree on the fore- 
going Assignment is authentic and in his own proper handwriting. 
Given under my hand and seal of office the day and year aforesaid. 
Votary Public 


Exutsit BE 
ASSIGN MENT 


GREENWICH MARINE CorRPORATION, a corporation organized and existing under 
the laws of the Republic of Panama, with offices in Panama, Republic of Panama, 
and whose address is 33 Central Avenue, Apartado 2074, City of Panama, Panama, 
bareboat chartered owner of the tank vessel — +E (hereinafter referred 
to as the “Assignor”), in consideration of One Dollar ($1.00), lawful money of the 
United States to the Assignor paid before the execution and delivery of this 
assignment, and of other good and valuable consideration, the receipt of which 
is hereby acknowledged, has sold, assigned, transferred and set over, and by this 
instrument does hereby sell, assign, transfer and set over, unto MEeTROPOLITAN 
LIFE INSURANCE COMPANY, a corporation organized and existing under the laws 
of the State of New York, United States of America, with its principal office at 
1 Madison Avenue, New York 10, New York, (hereinafter called the “Assignee” ) 
and unto the Assignee’s successors and assigns, to its and its 


successors’ and 
assigns’ own proper use and benefit, all of the Assignor’s right, title and interest 
in and to all moneys due or to become due to the Assignor from Panama Transport 
Company, its successors and assigns, under, and all claims for damages arising 
out of breach of, a certain Charter Party, dated as of October 21, 1947, by and 
between the Assignor and said Panama Transport Company, a true copy of which 
is annexed hereto and made a part hereof, and all moneys due or to become due 
to the Assignor from Standard Oil Company (New Jersey), under, and all claims 
arising out of, an agreement of guaranty, dated 148, signed by 
Standard Oil Company (New Jersey), a true copy of which is annexed hereto and 
made a part hereof; the purpose of this assignment being to secure the payment 
of the principal and interest of a certain loan or loans to American Overseas 
Tanker Corporation, a Delaware corporation (hereinafter called American), the 
owner of said tank vessel, by the Assignee in the aggregate of not more than 
Ten Million Dollars ($10,000,000), in accordance with a Loan Agreement, dated 
December 30, 1947, between American and the Assignee, a true copy of which is 
annexed hereto and made a part hereof: this assignment heing executed as a 
consideration for the execution and delivery by American of a certain Charter 
Party, dated as of October 21, 1947, by and between American and the Assignor 
covering said tank vessel. 

The Assignor does hereby ratify and confirm said Charter Party between the 
Assignor and said Panama Transport Company, and does hereby constitute the 
Assignee, its successors and assigns, the Assignor’s true and lawful attorney, 
irrevocably, with full power (in the Assignee’s name or otherwise) to ask, re- 
quire, demand, sue for and collect, receive, compound and give acquittances for, 
said moneys or claims due or to become due under said Charter Party and/or 
said agreement of guaranty, and to endorse any checks or other instruments or 
orders in connection therewith. 

The Assignor covenants that, upon request, it will promptly and duly execute 
and deliver to the Assignee any and all such further instruments, documents, 
and writings as the Assignee may deem desirable to assist the Assignee in ob- 
taing the full benefit of the moneys, property or things hereby assigned and the 
rights and powers herein granted. 

The Assignor warrants that it has not assigned, or pledged, and hereby cov- 
enants that it will not assign or pledge, while this instrument of assignment is 
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in effect, the whole or any part of the moneys, property, or things hereby assigned, 
to anyone other than the Assignee, its successors or assigns. 
In WITNESS WHEREOF, the Assignor has cause this instrument of assignment to 
be duly executed this _.___ day of , 1948. 
GREENWICH MARINE CORPORATION, 
——_——- —__—.,, (Vice President). 
ATTEST: 
(Secretary). 
STATE OF 
County of 
BE IT REMEMBERED that on the y asscteely te the peer 24...., 
before me personally came to me known and saaienaric known to 
me to be an attorney-in-fact of Greenwich Marine Corporation, who being by me 
duly sworn according to law, did acknowledge, depose and say on his oath, and to 
my knowledge he has produced sufficient proof, that he resides at 3 
; that he is attorney-in-fact for, and is duly es to execute 
the foregoing Assignment for and on behalf of, Greenwich Marine Corporation, 
the corporation described in and which executed the foregoing Assignment; that 
he knows the seal of said corporation; that the seal affixed to the foregoing 
Assignment is such corporate seal; that it was so affixed by order of the Board 
of Directors of said corporation; that he signed his name thereto by like author- 
ity; that the foregoing Assignment is his own voluntary act and deed and the 
voluntary act and deed of said corporation ; and that he has sealed, executed and 
delivered the foregoing Assignment pursuant to authority vested in him by the 
Board of Directors of said corporation. I hereby certify that the signature of 
eas ._ on the foregoing Assignment is authentic and in his own proper 
handw riting. 
GIVEN under my hand and seal of office the day and year aforesaid. 
- ——, Notary Public. 


ExnhtIsit F 


First MorrTGaGe, AMERICAN OVERSEAS TANKER CORPORATION TO METROPOLITAN 
Lire INSURANCE COMPANY 


THIS FIRST MORTGAGE, dated the —___- » Cari Onis a , 1948, by and be- 
tween AMERICAN OVERSEAS TANKER CORPORATION, Shipowner, a corporation organ- 
ized and existing under the laws of the State of Delaware, United States of 
America, whose address is 824 Connecticut Avenue, N. W., Washington 6, D. ¢ 
(hereinafter called the “Owner’”) and METROPOLITAN Lire INSURANCE COMPANY, a 
corporation organized and existing under the laws of the State of New York, 
United States of America, whose address is 1 Madison Avenue, New York 10, 
New York. United States of America, (hereinafter sometimes called the 
“Mortgagee”’). 


WITNESSETH : 


Wuereas, the Owner is the sole owner of the tanker _- ; (T2—-SE-Al1 
type), Which vessel (hereinafter called the “Vessel”’) is documented under the 
laws and flag of Panama and is more fully described in the Certificado de Arqueo, 
a copy of which is hereto annexed and marked Exhibit A: and 

WHEREAS, the Mortgagee by written agreement dated December 30, 1947, here 
inafter referred to as the “Loan Agreement,” copy of which and of “Exhibit A” 
thereto attached is annexed hereto and marked Exhibit B, has agreed to loan to 
Owner an aggregate principal not exceeding Ten Million Dollars ($10,000,000) 
for the purpose of financing the purchase of five tankers by Owner; and 

WHEREAS, the Mortgagee, pursuant to the terms of said Loan Agreement, has 
loaned to the Owner the aggregate sum of _____________- Dollars ($______), and 
the Owner is justly indebted to the Mortgagee i in the sum loaned by it, as evi- 
denced by one or more 3% Secured Promissory Notes, hereinafter called the 
“Notes”, made by the Owner to the order of the Mortgagee, each of the Notes 
being payable in sixty (60) monthly installments payable on the first day of 
each month commencing on the first day of , 1948, together with in- 
terest at the rate of three per cent (3%) per annum on : unpaid principal amount 
thereof payable on the first day of each month commencing on the first day of 


WHEREAS, pursuant to the terms of said Loan Agreement, the Owner, to secure 
the prompt and faithful payment of the indebtedness represented by the Notes, 
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and interest thereon, as well as to secure the payment of such additional sums 
(also to be evidenced by Notes, which Notes shall be secured hereby to the same 
extent as the Notes already issued and are included in the term “Notes” as here- 
inafter used), not exceeding in the aggregate Ten million Dollars ($10,000,000), 
and interest thereon, as the Mortgagee may from time to time loan to the Owner 
as in said Loan Agreement provided, and to secure as well the performance and 
observance of all the agreements, covenants and conditions herein contained, 
has agreed to execute a First Mortgage on said Vessel. 

Now, THEREFORE, in consideration of the premises and in order to secure the 
payment of the Notes, and interest thereon, and such additional sums as may 
be advanced from time to time hereafter, pursuant to said Loan Agreement, not 
to exceed an aggregate principal amount of Ten million Dollars ($10,000,000) 
and interest thereon, and for the purpose of securing the performance and ob- 
servance of all the agreements, covenants and conditions herein contained, the 
Owner has mortgaged and hypothecated, and by these presents does mortgage 
and hypothecate unto the Mortgagee the whole of such Vessel, together with all 
engines, machinery, masts, bowsprits, boats, anchors, cables, chains, rigging, 
tackle and furniture and all other appurtenances thereto appertaining and be- 
longing, and also any and all additions, improvements and replacements here- 
after made in or to said Vessel, or any part thereof, or in or to her equipment and 
appurtenances aforesaid, all of which is valued under the provisions of para- 
graph 6 of Article 1515 of the Commercial Code of Panama in the amount of 
Two million Dollars ($2,000,000) to serve as a basis in case of auction, and all 
of which is hypothecated under the provisions of paragraph 7 of Article 1515 of 
the Commercial Code of Panama in the amount of Two million Dollars 
($2,000,000) ; 

To HAVE AND TO Horp all and singular the above mortgaged and described 
property unto the Mortgagee and its assigns to it and its assigns’ own use, bene- 
fit and behoof forever: 

PROVIDED, HOWEVER, ‘ind these presents are upon the condition that if the Owner 
or its successors or assigns shall pay or cause to be paid to the Mortgagee and 
its assigns (1) the said principal sum of —__- nee ae ), to- 
gether with interest thereon, in accordance with the terms of the Notes, (2) any 
additional sums advanced to the Owner, as provided in said Loan Agreement, 
with interest thereon at the rate of three per cent (3%) per annum, and (3) 
all other sums, together with interest, that may be owing and payable to the 
Morgagees or their assigns, as provided herein or in the Notes: 

THEN THIS Frrst MortGacre and the estate and rights here>y granted shall 
cease to be binding and be void, otherwise to remain in full force and effect. 

Said Notes are substantially in the form, the blanks therein being appropriately 
filled, set forth in “Exhibit A” attached to the Loan Agreement, Exhibit B hereof. 

The Owner for itself, its successors and assigns hereby covenants and agrees 
with the Mortgagee and its successors and assigns that said Vessel and all the 
appurtenances thereunto appertaining and belonging and all improvements and 
replacements hereafter made in or to said Vessel or any part thereof are to be 
held by the Mortgagee, subject to the further covenants, conditions and uses 
hereinafter set forth, that is to say: 


ARTICLE I 


THE OWNER Herrey COVENANTS AND AGREFS:! 

Section 1. The Owner was duly organized and is now existing as a corporation 
under the laws of the State of Delaware, United States of America and shall so 
remain during the life of this Mortgage, and is duly authorized to mortgage the 
Vessel conveted hereby, and all corporate action necessary and required by law 
for the execution and delivery of this First Mortgage, and the good faith affidavit 
filed herewith, has been duly and effectively taken, and the Notes secured hereby 
in the hands of the holders thereof are and will be valid and enforceable obliga- 
tions of the Owner in accordance with their terms. 

Section 2. The Owner lawfully owns and, subject to the bareboat charter re- 
ferred to in Section 3 hereof, is lawfully possessed of the Vessel free from any 
lien or encurbrance whatsoever and it will warrant and defend the title and such 
possession thereto and to every part thereof for the benefit of the Mortgagee 
against the claims and demands of all persons whomsoever. 

Section 3. It is contemplated by the parties hereto that (i) the Vessel will, at 
the time of her purchase, be delivered by the Owner to Greenwich Marine Cor- 
poration, a corporation organized and existing under the laws of the Republic 
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of Panama, with an office in the Republic of Panama (hereinafter sometimes 
ealled “Charterer”’) under the terms of a bareboat charter to run for a period 
of not less than fifteen (15) years from the date of the Vessel’s delivery there- 
under, and (ii) that the Vessel will immediately thereupon be sub-chartered by 
Charterer to Panama Transport Company, a corporation organized and existing 
under the laws of the Republic of Panama, with an office in the Republic of 
Panama (hereinafter sometimes called ‘“Sub-Charterer”) under the terms of a 
bareboat sub-charter (hereinafter sometimes called the Sub-Charter) to run 
for a term of not less than five (5) years from the date of the Vessel's delivery 
thereunder. Clause 18 of the said Sub-Charter will contain substantially the 
following provisions relating to insurance (in said Sub-Charter the terms 
“Charterer”, “Owner”, and “Greenwich” designate respectively Panama Trans 
port Company, American Overseas Tanker Corporation, and Greenwich Marine 
Corporation) : 

“18. Insurance. (a) The Charterer shall at all time during the period 
of the Vessel’s use under this charter carry and maintain on the Vessel 
marine hull insurance under American Institute Time (Hulls) Form of 
July 1, 1941 (October, 1945), and war risk hull insurance under American 
Institute War Risk Clauses Form of August, 1947, both such forms to 
exclude any limitations by reason of American Institute Trading War- 
ranties ; and marine protection and indemnity insurance with such insurance 
companies, underwriters, clubs or funds as the Owner may approve. In 
the event that such forms of policies shall become during the term of this 
charter no longer customarily in use, the Charterer shall carry such insur- 
ance under marine and war risk hull insurance and marine protection and 
indemnity insurance as shall be customarily in use, Commencing with the 
anniversary date of this charter next succeeding the date of change from 
the form of policy or policies specified above. In the hull insurance, the 
Vessel, her equipment, appurtenances, etc. shall be insured for and valued 
at $2,000,000. The marine protection and indemnity insurance value shall 
be at the market value of the Vessel but not less than $60 per gross ton. 

(b) All losses, except for total or constructive total losses, under such 
policies of insurance carried on the Vessel, shall be payable to the Charterer 
All insurance for total or constructive total loss shall be payable to the 
Owner or other party as designated by it after payment to Charterer of 
prepaid and unearned charter hire, if any. The originals of all cover notes 
or binders and policies of insurance, if any, shall be delivered promptly to 
the Owner for custody and approval. 

(c) The Charterer shall have the option to refrain from the carrying of 
all or any part of the insurance provided for in subparagraph (a) of this 
Clause, but in the event that the Charterer shall refrain from carrying any 
insurance required to be carried hereunder, or if any such insurance shall 
not, by reason of any act, omission or negligence of the Charterer, be kept 
in full force and effect, the Charterer, after deduction of all prepaid and 
unearned charter hire shall indemnify the Owner, Greenwich and Metro- 
politan Life Insurance Company against losses, claims and demands to 
the same extent as the Owner and Greenwich would have been protected 
by the said insurance if it had been effected and kept in full force and 
effect by the Charterer, The Charterer shall also indemnify the Owner 
and Greenwich against any and all losses, Claims and demands to the extent 
that they are not recoverable under such insurance solely because of a deduct- 
ible franchise or average provision thereunder and to the extent that proceeds 
of insurance collections from underwriters are reduced by any customary 
brokers collecting commissions. If payment shall have been made under 
such insurance policies or under the provisions for indemnity* herein con- 
tained, in the amount of the herein agreed insured value of the Vessel, 
the Charterer or its affiliated companies shall not be under any further 
obligation whatsoever for the total or constructive total loss of the Vessel 
for any cause whatsoever and Greenwich shall deliver to the Charterer 
upon its request or to the Charterer’s underwriters, as the case may be, 
such instruments and further assurances as may be necessary to vest in the 
Charterer or such underwriters all right, title and interest in the Vessel, 
or her remains, and any and all claims with respect to the Vessel against 
any and all parties responsible for said total or constructive total loss or 
damage up to the amount of such insurance moneys or indemnity. 

(d) Nothing in this Clause 18 shall prohibit the Charterer from placing 
additional insurance, whether on its disbursements or on other interests 
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in the venture, provided (i) that such insurance shall not exceed the amount 
permitted by warranties or by other conditions contained in the insurance 
required by subparagraph (a) of this Clause 18, unless with the consent 
of the underwriters of such required insurance; and (ii) that the Charterer 
shall immediately furnish Greenwich with particulars of any additional 
insurance effected, including copies of any binders, cover notes, or policies 
and written consent of underwriters of the required insurance in any case 
where such consent is necessary. 

(e) For the purposes of this Clause 18, the said agreed total loss valuation 
is reduced by live per cent. (5%) thereof on each anniversary of the delivery 
date of the Vessel; and if any adjustment as provided in Clause 7 (b) is 
received by the Owner, said agreed total loss valuation shall be reduced by 
the amount of and at the time of the receipt of such adjustment, and such 
adjusted value shall be reduced thereafter by 5% thereof on each anniversary 
of the delivery date of the charter.” 

When and so long as the Sub-Charter is in effect on the Vessel, except to the 
extent that Sub-Charterer shall exercise its option to refrain from carrying all 
or any part of the insurance provided for in Clause 18 (a) of the Sub-Charter, 
as provided in Clause 18 (c) thereof (quoted above), the following shall be 
deemed a suflicient compliance with the obligations as to insurance assumed 
by the Owner under this Mortgage: 

(1) There shall be carried and maintained on the Vessel the insurance, 
required by the terms of the Sub-Charter, with such insurers as the Mort- 
gagee may direct. The Mortgagee shall be named as assured under all such 
insurance, and all marine and war risk hull insurance shall provide that all 
payments for a total or constructive total loss shall be payable to the 
Mortgagee, except in respect of prepaid and unearned charter hire. 

(2) The Vessel, her equipment, appurtenances, etec., shall, as regards 
hull and protection and indemnity insurance, be valued in accordance with 
said Sub-Charter. 

(3) The Owner shall deliver all cover notes or binders and policies to the 
Mortgagee. 

(4) The owner shall keep the Mortgagee informed of any insurance taken 
out, as provided for in Clause 18 (d) of the Sub-Charter, quoted above. 

In the event that Sub-Charter is at any time not in effect or the obligations as 
to insurance therein are not binding upon or are repudiated by the Sub-Charterer, 
then the following undertakings as to insurance shall be binding upon the Owner: 

(a) The Owner shall, when and so long as this Mortgage or any of the 
Notes secured hereby, shall be outstanding, cause to be carried and main- 
tained on the Vessel insurance in such amounts, against such risks, in such 
form, with such insurance companies, underwriters or funds as the Mort- 
gagee may require and approve. In the marine insurance, the Vessel, her 
equipment, appurtenances, ete., shall be insured for and valued at Two 
Million Dollars ($2,000,000). The protection and indemnity insurance 
value shall be at the market value of the Vessel but in any event not less than 
the then outstanding principal amount of the Note or Notes issued in con- 
nection with the Vessel, or Sixty Dollars (S60) per gross ton, whichever 
is greater. 

(b) At the time of the occurrence of any loss other than total and/or 
constructive total loss, any such loss shall be paid to the Mortgagee, and 
the Mortgagee shall, (i) if the Owner is not in default under this Mortgage, 
consent that the underwriters pay direct for repairs, salvage or other charges, 
or (if the Owner shall have first fully repaired the damage or secured com- 
plete discharge of the liability insured against) reimburse the Owner there- 
for: or (ii) if the Owner is in default, apply the insurance proceeds as the 
Mortgagee in its sole discretion sees fit. 

(c) In the event of a total and/or constructive total loss, all insurance 
payments for said loss shall be paid to the Mortgagee, which after reim- 
bursing itself for all amounts due or to become due under the Notes or 
hereunder shall pay the balance to the Owner. 

(d) The Owner shall cause the originals of all cover notes or binders 
and all policies to be delivered to the Mortgagee. 

(e) The said valuation of Two Million Dollars ($2,000,000) may be 
reduced by five per cent (5%) thereof annually during the time when this 
Mortgage or any of the Notes secured thereby are outstanding, provided, 

however, that the Owner is not in default hereunder or under any of the 
Notes secured hereby. 
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Section 4. So long as this Mortgage, or any Notes secured hereby, shall be 
outstanding, the Owner will not cause or permit the Vessel to be operated in 
any manner contrary to law. 

SecTIon 5. Neither the Owner, Charterer, Sub-Charterer nor master of th: 
Vessel has or shall have any right, power or authority to create, incur or permit 
to be placed or imposed upon the Vessel any liens whatsoever, other than for 
crew's wages or salvage; the Owner further agrees that it will not permit to 
be continued any lien, encumbrance or charge whatsoever upon said Vessel 
(other than liens covered by insurance) for a period in excess of thirty (30) 
days. 

Secrion. 6. A properly certified copy of this Mortgage shall be carried with 
the ship’s papers on board the Vessel, and shall be exhibited, on demand, to any 
person having business with the Vessel, or to any representative of the Mortgagee ; 
and a notice, reading as follows, printed in plain type of such size that the 
paragraph of reading matter shall cover a space not less than six inches wide 
by nine inches high, framed, shall be placed and kept prominently in the chart 
room and in the master’s cabin of the vessel : 


“NOTICE OF MORTGAGE 


This Vessel is covered by a First Mortgage. Under the terms of said 
mortgage neither the Owner, Charterer, Sub-Charterer nor the Master ef the 
Vessel has any right, power or authority to create, incur or permit to be 
imposed upon the Vessel any liens whatsoever other than for crew’s wages 
or salvage.” 

SecTION 7. If a libel shall be filed against said Vessel, or if the Vessel shall be 
levied upon or taken into custody, or detained by any proceeding in any court or 
tribunal or by any Government or other authority, the Owner within fiftteen (15) 
days thereafter will cause the Vessel to be released and any lien thereon, other 
than this Mortgage, to be discharged. In the event a libel is filed against said 
Vssel, or in the event said Vessel is levied upon or taken into custody or detained 
by any authority whatsoever, the Owner agrees forthwith to notify the Mort- 
gagee thereof by telegram, confirmed by letter, at its office. 

SecTion & The Owner will at all times and without cost and expense to the 
Mortgagee maintain and preserve, or cause to be maintained and preserved, 
the Vessel, so far as may be practicable, in at least as good condition, working 
order and repair as the Vessel is in at the date of this Mortgage, ordinary wea1 
and tear and depreciation excepted; and will keep the Vessel, or cause it to be 
kept, in such condition as will entitle her to the highest classification and rating 
for vessels of the same ave and type in the American Bureau of Shipping, or other 
classification society of like standing, and annually will furnish to the Mortgagee 
a certificate by such Bureau or classification society that such classification is 
maintained. The Vessel shall and the Owner covenants that it will, at all 
times comply with all applicable laws, treaties and conventions, and rules and 
regulations issued thereunder, including. particularly, but without limitation b) 
this reference, International Convention for Safety of Life at Sea, 1920, and shall 
have on board as and when required thereby valid certificates showing com 
pliance therewith. The Owner will not make, or permit to be made, any sub 
stantial change in the structure, type or speed of the vessel or change in her rig, 
without iirst receiving the written approval thereof by the Mortgagee. 

Section 9. The Mortgagee shall have the right at any time, on reasonable 
notice, to inspect or survey the Vessel to ascertain her condition and to satisfy 
itself that the Vessel is being properly repaired and maintained. The Owner 
shall cause to be made all such repairs, without expense to the Mortgagee, as 
such inspection or survey may show to be required. The Owner shall also per 
mit the Mortgagee to inspect the Vessel’s logs, whenever requested, on reasonab| 
notice, and shall furnish the Mortgagee with full information regarding any 
easualties or other accidents or damage to the Vessel. 

Section. 10. The Owner will pay and discharge when due and payable from 
time to time, all taxes, assessments, Governmental charges, fines and penalties 
lawfully jgaposed on the Vessel. 

SecTion 11. The Owner will not sell, mortgage, transfer, nor, excepting the 
charter referred to in Section 3 hereof, charter the Vessel in any manner with 
eut the written consent of the Mortgagee first had and obtained and any such 
written consent to any one sale, mortgage, transfer or charter shall not be con- 
strued to be a waiver of this provision in respect to any subsequent proposed sale, 
mortgage, transfer or charter. Any such sale, mortgage, transfer or charter of 
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the Vessel shall be subject to the provisions of this Mortgage and the lien it 
creates. 

SecTION 12. So long as this Mortgage or any of the Notes secured hereby are 
outstanding, the Vessel shall remain documented under the laws of the Republic 
of Panama; provided, however, that, if required by the United States Maritime 
Commission, in accordance with the contract for the sale of the Vessel to the 
Owner, the Vessel may be documented under the laws of the United States if the 
Owner shall forthwith execute and deliver to the Mortgagee or to a Mortgage 
Trustee designated by the Mortgagee a First Preferred Mortgage on the Vessel 
valid under the laws the United States of America, affording protection at least 
equivalent to this Mortgage. 

SECTION 13. In the event that this Mortgage, the Notes secured hereby, or any 
provisions hereof or thereof shall be deemed invalidated in whole or in part by 
reason of any present or future law or any decision of any authoritative court; 
or if the documents at any time held by the Mortgagee be deemed by the Mort- 
gagee for any reason insufficient to carry out the true intent and spirit of this 
Mortgage and said Notes, then, from time to time the Owner will execute, on 
its own behalf, such other and further assurances and documents as in the 
opinion of the Mortgagee may be required more effectually to subject the Vessel to 
the payment of the principal sum of the mortgage debt, together with interest 
thereon, as in said Notes and as herein provided, and the performance of the 
terms and provisions of the Notes and this Mortgage. 


ARTLCLE II. 


SecTION 1. In case any one or more of the following events, herein termed 
“Events of Default,” shall happen; that is to say, in case 

(a) default shall be made in the payment of the whole or any part of the 
interest on any of the Notes secured hereby, when and as the same shall 
become due and payable as therein and herein provided, and the same shall 
continue for ten (10) days; or 

(b) default shall be made in the payment of the whole or any part of the 
principal of any of the said Notes, when the same shall become due any 
payable, whether at maturity or otherwise, and the same shall continue for 
ten (10) days; or 

(c) default shall be made in the due and punctual observance and per- 
formance of any provision of Sections 3, 4, 5, 6, 11 or 12 of Article I hereof; 
or 

(d) the Owner makes an assignment for the benefiit of creditors, files a 
petition in bankruptcy, is adjudicated insolvent or bankrupt, petitions or 
applies to any tribunal for any receiver or any trustee of the Owner or any 
substantial part of its property, commences any proceeding relating to the 
Owner under any reorganization, arrangement, readjustment of debt, dissolu- 
tion or liquidation law or statute of any jurisdiction, whether now or herein- 
after in effect, or if there is commenced against the Owner any such proceed- 
ing which remains undismissed for a period of ninety (90) days, or the Owner 
by any act indicates its consent to, approval of or acquiescence in any such 
proceeding or the appointment of any receiver of or trustee for the Owner 
or any substantial part of its property, or suffers any such receivership or 
trusteeship to continue undischarged for a period of ninety (90) days; or 

(e) default shall be made by the Owner in the due and punctual perform- 
ance or observance of any other covenant, condition or agreement by it to be 
performed and observed, continued in said Notes or in this Mortgage and 
such default shall continue for fifteen (15) days; or 

(f) a default shall be made by the Owner, which is one of the “Events of 
Default” within the meaning of the Notes secured hereby, the form of which 
appears as Exhibit A to the Loan Agreement, attached hereto as Exhibit B; 
but the fact that there has been no event of default within the meaning of the 
Notes shall not, in case there has been any event of default within the mean- 
ing of this mortgage prevent or prejudice the Mortgagee availing itself of 
any of the rights, powers or remedies stipulated in this Article II; 
then and in each and every such case the Mortgage thereupon may 


(1) declare all or any Notes secured hereby, then outstanding, with the 
interest thereon, to be due and payable imediately, and upon such declara- 
tion the same with interest to date of declaration shall become and be im- 
mediately due and payable, and thereafter shall bear interest at the rate of 
six per cent (6%) per annum; provided, however, that if before any con- 
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tract of sale of any of the mortgaged property shall have been entered into 
by the Mortgagee all defaults shall have been remedied and removed and full 
performance made by the Owner to the satisfaction of the Mortgagee and all 
insti amare of principal and interest in arrears (including interest at six 
percent (6%) after declaration as aforesaid) and the reasonable charges 
and saninate of the Mortgagee, its agents and attorneys, shall have been paid, 
then and in every such case the Mortgagee shall waive any such default by 
written notice to that effect to the Owner; but no such waiver shall extend 
to nor affect any subsequent or other default nor impair any rights or 
remedies consequent thereon ; 

(2) bring suit against the Owner to recover the debt, interest or any obli 
gation due hereunder and/or under the Notes and/or to foreclose this Mortgage, 
any judgment rendered therein to be collectible out of all the Owner’s property 
whether or not covered by this Mortgage: 

(3) take the Vessel without legal process wherever-the same may be; and the 
Owner or other person in possession forthwith upon demand of the Mortgagee 
shall surrender to the Mortgagee possession of the Vessel and the Mortgagee 
may hold, lay-up, lease, charter, operate, or otherwise use the Vessel for such 
time and upon such terms as it may deem to be for its best advantage, account- 
ing only for the net profits, if any, arising from such use of the Vessel and charg- 
ing upon all receipts from the use of the Vessel or from the sale thereof by court 
proceedings or pursuant to Subsection (4) next following, all costs, expenses, 
charges, damages, or losses by reason of such use: 

(4) sell the Vessel upon such terms and conditions as to the Mortgagee shall 
seem best, free from any claim of or by the Owner, at public or private sale, by 
sealed bids or otherwise, by first publishing notice of any such publie sale for 
ten (10) consecutive days, in some newspaper published in the City of New York, 
State of New York, and by mailing, by air or otherwise, notice of such sale, 
whether public or private, addressed to the Owner at its last known address, four- 
teen (14) days prior to the date fixed for entering into the contract of sale: in the 
event that the Vessel is offered for sale by private sale, no newspaper publication 
of notice is required, nor notice of adjournment of sale; sale may be held at such 
place and at such time as the Mortgagee by notice may have specified, or may 
be adjourned by the Mortgagee from time to time by announcement at the time 
and place appointed for such sale or for such adjourned sale, and without further 
notice or publication the Mortgagee may make any such sale at the time and place 
to which the same shall be so adjourned ; and any sale may be conducted without 
bringing the Vessel to the place designated for such sale and in such manner 
as the Mortgagee may deem to be for its best advantage, and the Mortgagee m: ly 
become the purchaser at any public sale, and shall have the right to credit on the 
purchase price any and all sums of money due to the Mortgagee under the Notes, 
or otherwise hereunder. 

The Owner does hereby irrevocably appoint the Mortgagee and its assigns the 
true and lawful attorneys of the Owner, in its name and stead, to make all nee 
essary transfers of the Vessel, and for that purpose they shall execute all nec- 
essary instruments of assignment and transfer, the Owner hereby ratifying and 
confirming all that its said attorneys shall lawfully do by virtue hereof. Never 
theless, the Owner shall, if so requested by the Mortgagee, ratify and confirm 
such sale by executing and delivering to the purchaser of the Vessel such proper 
bill of sale, conveyance, instrument of transfer and releases as may be designated 
in such request. 

The Owner covenants and agrees that in addition to any and all other rights, 
powers, and remedies elsewhere in this Mortgage granted to and conferred upon 
the Mortgagee, the Mortgagee in any suit to enforce any of its rights, powers, 
or remedies, if an event of default has occurred and has not been cured, shall 
be entitled as a matter of right and not as a matter of discretion (i) to the ap- 
pointment of a receiver or receivers of the Vessel and that any receiver so ap 
pointed shall have full rights and powers to use and operate the Vessel, and (ii) 
to a decree ordering and directing the sale and disposal of said Vessel, and the 
Mortgagee may become the purchaser at said sale, and the Mortgagee shall have 
the right to credit on the purchase price any and ali sums of money due to the 
Mortgagee under the Notes, or otherwise hereunder. 
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Section 2. In the event that the Vessel shall be arrested or detained by a 
Marshal or other Officer of any court of law, equity or admiralty jurisdiction 
in any country or nation of the world or by any Government or other authority 
and shall not be released from arrest or detention within fifteen (15) days from 
the date of arrest or detention, the Owner does hereby authorize and empower 
the Mortgagee, in the name of the Owner, or its successors or assigns, to apply 
for and receive possession of and to take possession of the Vessel with all the 
rights and powers that the Owner, or its successors or assigns might have, possess 
and exercise in any such event: and this power of attorney shall be irrevocable 
and may be exercised not only by the Mortgagee hereinabove named but also by 
an appointee or appointees with full power of substitution to the same extent 
as if the said appointee or apointees had been named as one of the attorneys 
above named by express designation. 

The Owner also authorizes and empowers the Mortgagee or its appointees or 
any of them to appear in the name of the Owner, its successors or assigns, in 
any court of any country or nation of the world where a suit is pending against 
the Vessel because of or on account of any alleged lien against the Vessel from 
which the Vessel has not been released and to take such proceedings as to them 
or any of them may seem proper towards the defense of such suit and the dis- 
charge of such lien, and all expenditures made or incurred by them or any of 
them for the purpose of such defense or discharge shall be a debt due from the 
Owner, its successors and assigns, to the Mortgagee. and shall be secured by the 
lien of this Mortgage in like manner and extent as if the amount and description 
thereof were written herein. 

Section 3. Each and every power and remedy herein specifically given to the 
Mortgagee or otherwise in this Mortgage shall be cumulative and shall be in 
addition to every other power and remedy herein specifically given or now or 
hereafter existing at law, in equity, admiralty or by statute, and each and every 
power and remedy whether specifically herein given or otherwise existing may 
be exercised from time to time and as often and in such order as may be deemed 
expedient by the Mortgagee, and the exercise or the beginning of the exercise of 
any power or remedy shall not be construed to be a waiver of the right to exercise 
at the’ same time or thereafter any other power or remedy. No delay or omission 
by the Mortgagee or by any of the holders of any of the Notes secured hereby in 
the exercise of any right or power or in the pursuance of any remedy accruing 
upon any default as above defined shall impair any such right, power or remedy 
or be construed to be a waiver of any such event of default or to be any acqui- 
escence therein; nor shall the acceptance by the Mortgagee of any security or of 
any payment of or on account of any of the Notes maturing after any event of 
default or of any’ payment on account of any past default be construed to be a 
waiver of any right to take advantage of any future event of default or of any 
past event of default not completely cured thereby. 

Secrion 4. In case the Mortgagee shall have proceeded to euforce any right, 
power or remedy under this Mortgage by foreclosure, entry or otherwise, and 
such proceedings shall have been discontinued or abandoned for any reason or 
shall have been determined adversely to the Mortgagee, then and in every such 
case the Owner and the Mortgagee shall be restored to their former positions and 
rights hereunder with respect to the property subject or intended to be subject 
to this Mortgage, and all rights, remedies and powers of the Mortgagee shall 
eontinue as if no such proceedings had been taken. 

Section 5. The proceeds of thes ale of the Vessel and the net earnings from 
any management, charter, or other use of the same by the Mortgagee under any 
puwers above specified, including the proceeds of any claims for damages on 
account of the Vessel, and of any insurance received by the Mortgagee for the 
account of the Vessel while exercising any such power may be applied by the 
Mortgagee as follows: 

First: To the payment of all expenses and charges including the expenses 
of any sale, the expenses of any taking, attorneys’ fees, court costs, and any 
other expenses or advances made or incurred by the Mortgagee in the 





95335—52 43 





668 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


protection of its rights or the pursuance of its remedies hereunder, and to 
provide adequate indemnity to the Mortgagee against liens claiming priority 
over or equality with this Mortgage; 

Seconp: To the payment of all sums and Notes secured hereby, and of 
all damages liquidated or otherwise, hereunder together with interest 
thereon ; 

Turrp: To the payment of any surplus thereafter remaining to the Owner 
or to Whosoever may be entitled thereto. 

In the event that the proceeds are insufficient to pay the amounts specified in 
paragraphs “First” and “Second” above, the Mortgagee shall be entitled to 
collect the balance from the Owner, or any other person liable therefor. 


SecTion 6. If the Owner shall make default in the observance or performance 
of any of the covenants, conditions or agreements in this Mortgage on its part 
to be performed or observed, the Mortgagee may in its discretion do all acts 
and make all expenditures necessary to remedy such default, including, without 
limitation of the foregoing, entry upon the Vessel to make repairs, and the 
Owner shall promptly reimburse the Mortgagee, with interest at the rate of 
six percent (6%) per annum, for any and all expenditures so made or incurred 
and until the owner has so reimbursed the Mortgagee for such expenditures the 
amount thereof shall be a debt due from the Owner to the Mortgagee and payment 
thereof shall be secured by the lien of this Mortgage in like manner and extent 
as if the amount and description thereof were written herein; but the Mortgag 
though privileged so to do, shall be under no obligation to the Owner to make 
any such expenditures nor shall the making thereof relieve the Owner of any 
default in that respect. The Owner shall also reimburse the Mortgagee promptly 
With interest at the rate of six percent (6%) per annum for any and all advances 
made or incurred by the Mortgagee at any time in taking the Vessel or otherwise 
protecting its rights hereunder, and for any and all damages sustained by the 
Mortgagee from or by reason of any default or defaults of the Owner. 


ARTICLE III 


Until some one or more of the events of default hereinbefore described shall 
happen, the Owner shall be suffered and permitted to retain actual possession 
and use of the Vessel. 


ARTICLE IV 


Section 1. This Mortgage may be executed in any number of counterparts and 
all such counterparts executed and delivered each as an origilal shall constitute 
but one and the same instrument. 

Section 2. The term “Dollars” as used herein shall mean United States 
eurrency. 

Section 3. All the covenants, promises, stipulations and agreements of the 
Owner in this Mortgage contained shall bind the Owner and its successors and 
assigns and shall enure to the benefit of the Mortgagee and its assigns, and all the 
covenants, promises, stipulations and agreements of the Mortgagee shall bind 
the Mortgagee and its assigns and shall enure to the benefit of the Owner and 
its successors and assigns, whether so expressed or not. 

IN WITNESS WHEREOF, the Owner and the Mortgagee have caused these presents 
to be duly executed and their corporate seals to be hereunto affixed on the day 
and year first above written. 

AMERICAN OVERSEAS TANKER CORPORATION, 
_____-_...( Vice President). 
Attest: 
acta maaeioscaeteliaivesnae ig erictidaraianaibamsindic sa Po 
METROPOLITAN LIFE INSURANCE COMPANY, 
: __.(Vice President) 
Attest: 


(Assistant Treasurer ) 


On the 


day of in the year 194 . before me personally came 
aie . to me known who being by me duly sworn did depose 
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and say and to my knowledge have produced sufficient proof that they are, 
respectively, the --.-_-- ehed A ccininleto as copa We cnss SR EE oo Seca of 
a ; that the officers of AMERICAN OVERSEAS TANKER CORPORATION 
above mentioned are duly authorized to execute the foregoing mortgage for and 
on behalf of AMERICAN OVERSEAS TANKER CORPORATION ; that they have executed 
the foregoing mortgage pursuant to said authority granted to them by the Board 
of Directors of said AMERICAN OVERSEAS TANKER CORPORATION and that the 
seiaiceoeeneas . for ___.___---_--_~_ is duly authorized to accept the said mortgage 
and has executed the said acceptance under such authority. I hereby certify that 
the signatures of the said parties on the foregoing instrument are authentic. 


Notary public for 
My commission expires ....-----~____ 
[SEAL] 


, being duly sworn, deposes and says that he is 
a Vice President of AMERICAN OVERSEAS TANKER CORPORATION, the corporation 
described in and which executed the above and foregoing mortgage; that said 
mortgage is made by said , in good faith and with- 
out any design to hinder, delay or defraud any existing or future creditor of the 
said AMERICAN OVERSEAS TANKER CORPORATION, or any lienor of the mortgaged 
vessel; and that this affidavit is made pursuant to an order of the Board of 
Directors of said AMERICAN OVERSEAS TANKER CORPORATION, 


Subscribed and sworn to before me this day of one a 
[SEAL] cin cie ee ery eas .......... Notary Public. 


[Dur AUTHENTICATIONS AND CONSENT OF STOCKHOLDERS TO BE ADDED] 


ExHInir [ 
, 1948. 
GREENWICH MARINE CORPORATION, 
33 Central Avenue, Apartado 2074, City of Panama, 
Republic of Panama. 

Drar Sirs: In consideration of the execution by you, at our request, of a 
charter party, copy of which is attached, chartering for a period of five years 
the Tank Vessel to Panama Transport Company a wholly 
owned subsidiary of the undersigned, we hereby agree as follows: 

(1) We hereby unconditionally guarantee, and become surety for, the full 
and timely performance by Panama Transport Company of each and every obli- 
gation of the charterer of every nature under said charter party, and in the event 
of any one or more defaults in performance by the charterer, we will promptly 
meet such obligation or obligations. We further agree that our liability here- 
under to you shall be directly enforceable by you without any action of any 
nature by you against Panama Transport Company. 

(2) We hereby waive diligence, notice of defaults and other notice or demand 
of any kind, and consent to any and all extensions of time or indulgences which 
may be given to Panama Transport Company, and to any modification of said 
charter party which you and Panama Transport Company may from time to time 
agree upon. 

(3) This agreement is binding upon us, our successors and assigns, and shall 
be enforceable by you, your successors and assigns. 

Yours very truly, 
STANDARD OIL COMPANY (NEW JERSEY), 
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Exnisrr No. 9 


Stockholders in American Overseas Tanker Corporation and Greenwich Marine 
Corporation as of date of transfer—June 26, 1950 


Depositors 


Joseph E. Casey -- ebeces radon 


W.E. Halsey 


The International Trust Co. of Liberia 


John B. March, Juan Trippe and 


T. Mumford Boyd, executors of | 


estate of Edward R. Stettinius, Jr., 
deceased. 


Guaranty Trust Co. of New York as | 


trustee under agreement of Mar. 9, 
1948 m/b Carolyn Stettinius Gorman 
for her benefit. 

Guaranty Trust Co. of New York as 


guardian of estate of Elizabeth Car- | 


rington Stettinius. 
Edward R. Stettinius ITT._..---- 
The Stettinius Fund, Inc 
Achsah P. Stettinius 
Virginia W. Stettinius 


A. C. Campbell lic chis biebsetes 

Guaranty Trust Co. of New York as 
guardian of property of Wallace 
Stettinius. 





Guaranty Trust Co. of New York as | 


guardi in 
Stettinius 
Guaranty Trust Co. of New York as 
trustee under agreement dated June 


of property 


14, 1941, made by Edward Stettinius 


for his benefit. 
Edward R. Stettinius I are ae 
Guaranty Trust Co. of New York as 
trustee under agreement dated Sept 


27, 1943, made by Achsah Stettinius | 


O’ Donovan for her benefit. 
Achsah Stettinius O’ Donovan 
Julius C. Holmes 
Henrictta A. Holmes.__. 

E. Stanley Klein 
Arthur M. Klein ; 
FE. Stanley Klein, Jr__- 
Elizabeth M. Klein_- 
Luther Hodges 
George D. Hawthorne 
William J. Hawthorne 


James G. Mackey, trustee for Diana | 


Hopkins. 
Hillbrook School for Boys- - 
W. Kenneth Riland 
Robert J. Lynch 


of Joseph 


American Over- | 


| Shares | 








| 


Greenwich 


Marine Corp. | 


seas Tanker 
Corp. | 


Registration 


} } 
| Certifi- | og). | 
cate No. Shares 
| | 


Certifi- 
cate No. | 


500 83 1,000 | 41 | Constance D. Casey. 
150 | 84 | 300 42 | Robert W. Dudley. 
5 | 100 | 10 56 | H. Gordon Freeman. 
10 | 93 20 51 | Mitchell Basker. 
20 | 90 40 | 48 | H. Andrew Dudley. 
10 a4 20 | 52 | Mary McGuire. 
10 92 | 20 50 | Graham McGee. 
150 85 300 43 | Joseph H. Rosenbaum. 
95 10 | 53 | C. Francis Murphy. 
OR 30 55 | Christopher Boland. 
10 | 109 | Florence M. O’Brien. 
40 | 47 | Constance L. Casey. 
40 | 45 | John D. Casey. 
40 | 44 | Jane D. Casey. 
88 | 40 46 | Joseph E. Casey, Jr. 
91 | 20 49 | Clinton Hospital. 
99 | 2,060 | 40 | Joseph E. Casey. 
79 | 200 100| Mrs. Preston Lea 
Spruance. 
Mrs. Frances G. Halsey. 
William F. Halsey III 
Admiral William F., 
Halsey. 
University of Chicago. 
Blackwell Smith. 
| Edward R. Stettinius, Jr. 
Do. 
Do. 
Do. 
Do. 
Carolyn 
man. 


15 


87 | 


200 
400 | 
200 


101 
99 | 
102 | 


6 | 3,000 7 
77 | 200 | 96 


48 | 
63 | 


78 
81 | 


82 
83 
84 
87 


5 | 96 | 
68 » 
53 | 40 


Stettinius Gor 


| Elizabeth Carrington Stet- 
| tinius. 


Edward R. Stettinius III 

The Stettinius Fund. 

Achsah P. Stettinius, 

Virginia W. Stettinius. 
Do 

Edward R. Stettinius, Jr 

Wallace Stettinius. 





| Joseph Stettinius. 








Edward Stettinius, 


| Edward Stettinius II 
| Achsah Stettinius O’ Dono- 
van, 


| Achsah S. O’ Donovan 

| Julius C. Holmes 

| Henrietta A. Holmes 

| E. Stanley Klein. 
Arthur M. Klein. 

| E. Stanely Klein, Jr 

| Elizabeth M. Klein. 

| Luther Hodges. 
George D. Hawthorne. 
William J. Hawthorne. 

| Diana Hopkins. 





Hillbrook School for Boys. 
W. Kenneth Riland. 
Robert J. Lynch. 
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Stockholders in American Overseas Tanker Corporation and Greenwich Marine 
Corporation as of date of transfer—June 25, 1950—Continued 


| 

| : 

| American Over- 
seas Tanker 


Greenwich 
Marine Corp. 


| Corp. 
Depositors Re eee ee Registration 
| Shares | cote No. | Shares | ofa'No. 
F. Willard Bergen ‘eleticks ancien kor 125 18 250 29 | F. Willard Bergen. 
Hazel W. Bergen at eis 120 19 | 240 22 | Hazel W. Bergen. 
John Van Wicklen Bergen : | 35 | 21 | 70 24 | John Van Wicklen Bergen. 
Tallmadge Bergen siecatwbacal 35 | 22 | 70 25 | Tallmadge Bergen. 
Mary Bergen Wesscler 5 a 35 | 20 70 23 | Mary Bergen Wesseler. 
Ellis Knowles, Jr ie a 148 33 296 37 | Ellis Knowles, Jr. 
James B. Knowles . 148 34 | 206 38 | James B. Knowles. 
Beverly Stafford Osenga ‘ iene 25 25 | 50 28 | Beverly Stafford Osenga. 
Mary Knowles Wisner 149 35 | 208 39 | Mary Knowles Wisner. 
Dorothy Lyn Westerlund.-_._.___- lll 14 222 18 | Dorothy Lyn Westerlund. 
Jobn Thompson Westerlund ill 12 | 222 16 | John Thompson Wester- 
| lund. 
William W. Westerlund. pea 111 | 13 | 222 17 | William W. Westerlund. 
Marion Westerlund Young peteaniel 112 ll 224 15| Marion Westerlund 
| Young. 
Henry B. Mulholland. shabbeaseul 4 69 8 | 88 | Henry B. Mulholland. 
F. M. Bynum = oe 445 28 | 890 33 | F. M. Bynum, 
Fred Barrett ‘ Rees ced 80 31 160 35 | Fred Barrett. 
Charles Bosak ; 80 | 15 160 | 12 | Charles Bosak. 
Frank A. Dwyer | 80 | 16 160 13 | Frank A. Dwyer. 
Fred T. Lininger } 2 106 4 110 | Fred T. Lininger. 
Isabel and John B, Marsh as trustees | Ss 67 16 86 | Isabel Marsh. 
for John Bigelow Marsh, Jr. | 
William J. Wallace, Jr gasof 4 71 s 90 | William J. Wallace, Jr 
Lilburn F. Wallace | 24 | 59 48 78 | Lilburn F. Wallace. 
Mr. and Mrs. Marvin A. Utz | 2 74 4 93 | Mr. and Mrs. Marvin A. 
Utz. 
Frederick H. Wandelt___- 200 45 400 66 | Frederick H. Wandelt. 
John P. McGuire <igleeel 200 46 400 67 | John P. MeGuire. 
St. Thomas Episcopal Church 4 73 . 92 | St. Phomas' Episcopal 
Church. 
Mr. and Mrs. Leece George i | 2 75 | 4 94 | Mr. ind Mrs. Leece 
} George. 
Mary M. MeDonnell_--- : 10 105 20 108 | Mary M. MeDonnell. 
A. Colin Campbell, Jr 2 107 4 111 | A Colin Campbell. 
T. Mumford Boyd_--. 24 58 4s 77 | T. Mumford Boyd. 
John C. Ennis ‘ j 80 | 17 40 | 14 | John C, Ennis. 
Harold J. Maass : ae a0 | 2y 120 | 19 Do. 
| 160 31 | Harold J. Maass. 
Roland T. Reid ; : 80 30 120 32 | Roland T. Reid. 
40 34 Do. 
Marilyn K. Pratt_____- 100 40 200 61 | Marilyn K. Pratt. 


Exursir No. 10 


SPECIAL MEETING, JANUARY 22, 1948 


Proceedings of the United States Maritime Commission. 

Present: Chairman Smith and Commissioners Carson, McKeough, and Mellen. 
(Commissioner Parkhurst absent on official business. Chairman Smith withdrew 
from the meeting at 12: 45 P. M., whereupon Vice Chairman McKeough assumed 
the chair. Commissioner Mellen withdrew from the meeting at 12:00 M., and 
reentered at 12:10 P. M. Commissioner Carson withdrew from the meeting at 
12:15 P. M., and reentered at 12: 25 P. M.) 

Also Present: Francis B. Goertner, Assistant General Counsel ; C. H. McDaniel, 
Chief, Government Aids Division; Stephen C. Manning, Jr., Assistant to the Sec- 
retary; A. A. Fisher, Examiner, Government Aids Division (entered the meeting 
at 11:25 A. M.); and A. J. Williams, Secretary. 

Appearances: Frank J. Taylor, President, American Merchant Marine Insti- 
tute: C. C. Mallory, Grace Line, Inc.; L. W. Hartman, American Mail Line, Ltd. ; 
Richard D. Daniels, Matson Navigation Company; F. A. Nemec, Lykes Bros. 
Steamship Co., Inc. ; Henry P. Molloy, Moore-McCormack Lines, Ine.; T. P. Barile, 
Lykes Bros. Steamship Co., Inc. (The foregoing withdrew from the meeting at 
11:30 A.M.) Messrs. George Killion, Eugene D. Flaherty, and A. A. Alexander, 
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of American President Lines, Ltd., and Mr. H. A. Grantier, of the firm of Tread- 
well & Laughlin (entered the meeting at 11:45 A. M., and withdrew at 12: 20 
P.M). 

The Commission convened at 10:00 A. M., and adjourned at 12:50 P. M. 


* * * . + + * 


American Overseas Tanker Corporation—Amendment No. 4 re title (in the name 


of National Tanker Corporation) to three tankers purchased under Application 
No. 2957 


The Commission considered Amendment No. 4 to the application to purchase 
war-built vessels filed by American Overseas Tanker Corporation, which amend- 
ment is in the files of the Commission. This amendment requests permission 
from the Commission to take title to the tankers SS MEACHAM, SS KETTLE- 
MEN HILLS, AND SS ANTELOPE HILLS in the name of the National Tanker 
Corporation, a corporation organized under the laws of the State of Delaware, 
with principal oftice located at 824 Connecticut Ave. NW., Washington, D. C. 

The Commission, by the “yea” vote of Vice Chairman McKeough and Commis- 
sioners Carson and Mellen, approved and authorized the National Tanker Corpo- 
ration to take title to the SS MEACHAM, SS KETTLEMAN HILLS, and 
SS ANTELOPE HILLS, with the understanding that such vessels shall be 
registered under the American flag and the purchase price will be paid in cash. 

The proper officers of the Commission were authorized and directed to take any 
and all actions necessary and proper to carry the action of the Commission as 
above set forth fully into effect. 


Exnuipir No. 11 
STATE OF Di LAW ARE 
OFFICE OF SECRETARY OF STATE 


I, William J. Storey, Secretary of State of the State of Delaware, do hereby 
certify that the above and foregoing is a true and correct copy of Certificate of 
Incorporation of the “NATIONAL TANKER CORPORATION”, as received and 
filed in this office the twenty-third day of January, A. D. 1948, at 9 o’cloek A. M. 

In testimoay whereof, I have hereunto set my hand and official seal at Dover, 
this first day of November in the year of our Lord one thousand nine hundred 
and forty-eight. 

WILLIAM J. STOREY, 
Secretary of State. 


Exureir No. 12 


NATIONAL TANKER CORPORATION, 
521 Fifth Avenue (Room 1111), New York 17, N. Y., January 24, 1948. 
UNITED TANKER CORPORATION, 
817-325 South State Street, 
Dover, Delaware 
DEAR Sirs: We wish to confirm the agreement between us as follows: 
1. National Tanker Corporation (hereinafter called “National’) represents 
as follows: 
(a) National was organized.on January 22, 1948 under the laws of the 
State of Delaware, and proposes to take title from the United States Mari- 
time Commission to three T-2 tankers, namely, the S. S. Meacham, the 8S. 8. 
Kettleman Hills and the 8S. S. Antelope Hills (hereinafter called the ‘““Tank- 
ers’). National has outstanding one thousand (1,000) shares of capital 
stock registered in the names of the stockholders listed on Schedule A hereto. 
National has no assets except the sum of $1,000 paid in on its capital stock, 
and National has no liabilities. National proposes to execute or cause to be 
executed contracts with the Maritime Commission for the purchase of the 
Tankers on or about January 26, 1948. 
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(b) Representatives of National have discussed informally with three 
members of the Maritime Commission the subject matter of this agreement 
and have been advised informally that the Maritime Commission has no 
objections to the carrying out of this agreement. 

2. United agrees to lend to National the entire cost-of purchase by National of 
each of the three tankers, estimated to be approximately $2,000,000 per tanker. 
The cost of purchase is understood to include all expenses which necessarily will 
be incurred in the acquisition of each tanker, and also in the conditioning, out- 
fitting and furnishing of each tanker, but shall not include any commissions or 
attorneys’ fees payable by National or any expenses of any kind incurred by 
National prior to the date hereof. Of the amount to be advanced to National by 
United, $202,650 will be advanced with respect to each tanker simultaneously 
with the execution of the contract of sale of such tanker and the remainder of 
the cost of purchase of each tanker will be advanced as required by the Mari- 
time Commission. 

3. Alladvances made by United to National shall be evidenced by notes or bonds 
of National payable to United or its assigns and to be secured by a Preferred Ship 
Mortgage or Mortgages on the tanker with respect to which the advance or 
advances are made, and by an assignment of all monies to become due under the 
bareboat charter referred to below, except for such monies as must be retained 
by National to pay necesssary corporate taxes and expenses. At the option of 
United the Preferred Ship Mortgage or Mortgages shall be either directly to 
United or to a United States bank or trust company or other United States 
citizen. The notes or bonds will bear such interest rate or rates and have such 
maturities (not exceeding ten years) and such other terms and conditions as 
United may approve. The Preferred Ship Mortgage or Mortgages shall be 
delivered to United by National promptly upon the registration of each tanker 
in the name of National and shall be in form and substance satisfactory to United. 

4. National agrees to charter each tanker for a term of ten years under a 
bareboat charter to United in usual form at the rate of $1.20 per deadweight 
ton per month, plus such additional amount as may be necessary to enable 
National to complete the payment of corporate taxes and interest and expenses. 
To secure the performance of the obligations and commitments by United under 
this bareboat charter contract, such contract shall contain the provision that 
United agrees to deposit, simultaneously with the delivery of tankers to National, 
an amount equivalent to $150,000 multiplied by the number of tankers acquired 
by National pursuant to the provisions of this agreement. Such deposit as 
provided for herein shall be made with and to an escrow agent satisfactory to 
United, or at United's election, shall be in the form of an irrevocable Letter 
of Credit, or a bank guarantee, in favor of the escrow agent in such aforesaid 
amount. Such security is to be maintained by United for a period of one (1) year 
from the date of delivery of the tankers, or until such earlier time as National 
shall give its consent in writing to the termination of such security. 

5. At the request of United, National agrees to arrange to have each tanker 
moved to a shipyard or elsewhere for drydocking and/or inspection, and repre- 
sentatives of United shall be entitled to inspect such tanker and either to accept 
or reject each such tanker at the time of such inspection. If any tanker is 
rejected by United, National shall return to United any advances theretofore 
made by United with respect to such tanker, less all amounts, if any, owing 
by National to the Commission for such drydocking and inspection and the 
movement of such vessel to drydock or for inspection and returning it to its 
previous location, and all other necessary expenses in connection therewith. 

6. National agrees that, without the written consent of United, which shall 
not be unreasonably withheld, it will not during the period from the date of this 
agreement until the expiration of the period of the bareboat charter or charters 
and until all monies due United under this agreement have been paid: 

(a) Engage in any business whatsoever other than that of chartering the 
Tankers to United. 

(b) Voluntarily create, incur, assume or suffer to exist any mortgage, 
pledge or other encumbrances upon any of its properties or assets whether 
now owned or hereafter acquired, except mortgages, pledges or encum- 
brances to United. 

(c) Voluntarily create, incur or assume any liability for borrowed money 
except to United. 

(d) Assume, guaranty, endorse or otherwise become liable in connec- 
tion with the obligation of any person, firm or corporation. 
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(e) Enter into any merger or consolidation, or sell, assign, transfer, mort- 
gage, pledge or hypothecate its interest in this contract. 

(f) Use any of the funds of National for purpose of paying compensa- 
tion, or enter into contracts of any kind. 

(gz) Issue or sell additional shares of stock, declare any dividends, or 
make any payments of any kind. 

7. National agrees that, during the period from the date of this agreement 
until the expiration of the period of the bareboat charter or charters and until 
all monies due United under this agreement have been paid, the Assistant 
Treasurer of National shall be a person satisfactory to United, and all checks 
drawn by National shall bear the countersignature of such Assistant Treasurer. 

8S. Simultaneously with the delivery to National by the Maritime Comuis- 
sion of the bill of sale for each tanker, and the bareboat charter of such tanker 
to United by National, United agrees to pay to a payee to be designated by 
National the sum of $8,335.33 as reimbursement for expenses incurred with 
respect to each such tanker. 

9. United represents that it is a corporation duly organized under the laws 
of the State of Delaware, that its president and directors are United States 
citizens, that the holders of the majority of its stock are United States citizens 
and that this representation will continue to be true and correct during the life 
of this contract. United further represents that the statements made as to its 
citizenship and as to its officers, directors and stockholders in the application 
dated December 10, 1947, filed by United with the Maritime Commission, a copy 
of which has been furnished to National, are true and correct as of the date 
hereof. 

10. This contract may be terminated by United at its option by written 
notice delivered to National at its office at 521 Fifth Avenue, New York (Room 
1111) if within 20 days from the date hereof a contract of purchase for the 
Tankers duly executed by the Maritime Commission has not been received. 
Upon such termination National will, at the request of United, promptly notify 
the Maritime Commission of its rejection of the tankers and thereafter diligently 
take all necessary steps to obtain the refund of all sums theretofore advanced 
by United, and repay such sums, upon receipt thereof, to United, less expenses, 
if any, incurred with the consent of United. 

11. Neither United nor National shall be under any liability to the other 
for failure to carry out the provisions of this agreement, if performance of this 
agreement is rendered impossible by action of the Maritime Commission or the 
United States Government or by events beyond the control of either party; 
provided, however, that if performance of this contract is rendered impossible 
National will, at the request of United, promptly take all necessary steps to 
enforce any rights which it may have for damages or compensation or recovery 
of amounts paid to the Maritime Commission or expenses incurred, and, upon 
receipt thereof, repay United for any advances theretofore made to National 
by United, less expenses, if any, incurred with the consent of United. 

12. It is understood that under the present requirements of the United States 
Maritime Commission any tankers chartered to United under the provisions of 
this agreement must be operated in the coastwise or nearby foreign trade until 
May 1, 1948, as per the attached letter marked “Exhibit B.” 

Will you kindly confirm that the foregoing correctly sets forth the agreement 
between us by signing and returning the enclosed copy of this letter. 

Very truly yours, 
NATIONAL TANKER CORPORATION, 
By E. STaniey KLeIn, Vice Pres. 

Confirmed : January 24, 1948. 

Unitep TANKER CORPORATION, 
By Harotp C, LENFEST, Pres. 


Schedule a 


Stockholders of National Tanker Corp.: 
Joseph E. Casey 
Julius C. Holmes 
E. Stanley Klein 
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Exuipit B 
JANUARY 24, 1948. 
UNITED TANKER CORPORATION, 
817-825 South State Street, Dover, Delaware. 

Dear Str: With reference to the attached contract dated January 24, 1948 
between United Tanker Corporation and National Tanker Corporation, Ameri- 
can Overseas Tanker Corporation represents that it proposes to execute the 
contracts with the United States Maritime Commission for the purchase of the 
tankers referred to therein for the benefit of National Tanker Corporation; and 
it agrees to use its best judgment to take all necessary action to place United 
Tanker Corporation in the same position under the attached contract with 
National Tanker Corporation as though the contracts for the purchase of the 
Tankers had been signed directly by National Tanker Corporation. 

Very truly yours, 
AMERICAN OVERSEAS TANKER CORPORATION, 
By E. STaNtey Kien, Vice President. 


NATIONAL TANKER CORPORATION, 
521 Fifth Arenue (Room 1111), New York 17,N.Y., January 24, 1948. 
UNITED TANKER CORPORATION, 
817-3825 South State Street, 
Dover, Delaware 

Dear Sirs: We wish to confirm the agreement between us as follows: 

1. The undersigned represent that they are the holders of all of the outstanding 
shares of stock of National Tanker Corporation (hereinafter called “National”), 
and that said stockholders ratify and approve the attached agreement between 
National and United Tanker Corporation (hereinafter called “United’’), which 
is attached hereto as Exhibit A. The undersigned stockholders further represent 
that their representatives have discussed informally with members of the Mari- 
time Commission the subject matter of this agreement and have been advised 
informally that the Maritime Commission has no objections to the carrying out of 
the agreement. 

2. In consideration of your execution of the attached agreement between 
United and National, simultaneously with the execution of this agreement, the 
undersigned hereby grant to United an irrevocable option to purchase all of the 
stock of National at any time after September 15, 1948, but not later than 
October 15, 1948, for a price equal to $150,000 multiplied by the number of tankers 
acquired by National pursuant to the provisions of the attached agreement. 

3. To facilitate the exercise of such option by you, the undersigned agree to de- 
posit all of the shares of stock of National in escrow in transferable form with 
an Escrow Agent satisfactory to you, such deposit to be made immediately upon 
the execution of this agreement. The Escrow Agent is hereby irrevocably in- 
structed to deliver said stock to you upon your payment to the Escrow Agent at 
any time after September 15, 1948, but not later than October 15, 1948, of the 
option price by certitied check. 

Will you kindly confirm that the foregoing correctly sets forth the agreement 
between us by signing and returning the enclosed copy of this letter. 

Very truly yours, 
EF. STANLEY KLEIN, 
JOSEPH FE. CASEY. 
JuLius C. HoLMeEs, 
JAMES S. MEcKy, 
As Attorney in Fact. 

Confirmed: January 24, 1948. 

UNITED TANKER CORPORATION, 
By Harowp C. Lenrest, President. 





676 SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 


Exuistr No. 13 


(Via Western Union) 


New York, N. Y., February 2, 1948. 
FRANCIS GOERTNER, LEGAL Div., ATTN. OF ARTHUR E. TARANTINO, 
Room 4733, Department of Commerce Bldg., 
United States Maritime Commission: 

Question has been raised as to citizenship of United Tanker Corporation in 
view of proposed second mortgage to it on vessel purchased by a citizen and in 
view of contemplated long term charter to it by a citizen purchaser of another 
vessel. All of United class B stock owned by citizens and holders of class B 
stock have seventy-five- percent of the voting power. Would appreciate your 
opinion as to citizenship qualification of United Tanker Corporation within sec- 
tion 2 Shipping Act and your forwarding copies of opinion to presidents of other 
firms interested. Also would appreciate telegram collect to Post, Morris & Love- 
joy, 52 Wall Street, as to status so that negotiations may proceed. 


NEWBOLD Morris 


Western Union 
Colleet 
WASHINGTON, D. C., February 3, 1948. 
Post, Morris & LovEJoY, 
52 Wall Street, 
New York 5, N. Y.: 

Reurtel United Tanker Corporation citizen inquiry. Examination of evidence 
submitted discloses corporation to be citizen within meaning section 2 Shipping 
Act. Opinion follows. 

“Signed” Francis B. GOEeRTNER, 
Francis B. Goertner, Assistant General Counsel. 


Exuisir No. 14 
Contract No. MCc—-60896 


CONTRACT OF SALE OF WAR-BUILT VESSEL(S) BETWEEN UNITED STATES MARITIME 
COMMISSION AND AMERICAN OVERSEAS TANKER CORPORATION 


THIS AGREEMENT made as of the 3lst day of December, 1947, between the 
UnitTep STATES MARITIME COMMISSION (herein called the “Commission”) and 
AMERICAN OVERSEAS TANKER CORPORATION, organized and existing under the laws 
of the State of Delaware (herein called the “Buyer’”). 


WITNESSETH : 

WHEREAS; 

1. Pursuant to the provisions of the Merchant Ship Sales Act of 1946, Public 
Law 321, 79th Congress, 2d Session, approved March 8, 1946 (herein called the 
“Act”’), and the Rules and Regulations prescribed by the Commission in General 
Order 60, published in the Federal Register, Volume 11, No. 79, April 23, 1946, 
as heretofore or hereafter supplemented or amended (herein called the “Regu- 
lations”), the Buyer has heretofore filed an application with the Commission 
under Section 4 of the Act to purchase the war-built vessel(s) (herein referred 
to as the “vessel(s)”?) named in Exhibit “A” attached hereto and forming a part 
hereof; and 

2. The Commission has agreed to sell the vessel(s) to the Buyer and the Buyer 
has agreed to purchase the same under the terms and conditions hereinafter set 
forth, and the Commission has made all necessary findings in connection there- 
with required under the provisions of the Act. 

NoW, THEREFORE, in consideration of the premises and the mutual promises 
hereinafter set forth, the parties hereto agree as follows: 

ARTICLE 1. Agreement to Purchase, Subject to the provisions hereinafter set 
forth and to all applicable provisions of the Act and Regulations, whether 
specifically referred to or not, the Buyer agrees to purchase from the Commission 
and the Commission agrees to sell to the Buyer the vessel (s). 
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It is nnderstood and agreed that if for any reason the vessel(s) cannot be 
delivered by the Commission to the Buyer as herein provided, similar vessel(s) 
acceptable to the Buyer, may, pursuant to an addendum to this agreement, be 
delivered by the Commission in substitution therefor. 

ArTIcLE 2. Condition of the Vessel(s) upon Delivery. The following pro- 
visions shall be applicable: 

(a) “As is’. The Commission shall deliver, and the Buyer shall accept, the 
vessel(s), “as is”. 

(b) Drudocking and Inspection. When and if requested by the Buyer, the 
Commission, at the expense and risk of the Buyer, will move the (each) vessel 
to a shipyard for drydocking and drydock such vessel to permit the Buyer to 
inspect the underwater surfaces of such vessel. After such inspection by the 
Buyer the Buyer’s only right is to accept such vessel “as is’, or to reject the 
vessel. Under no circumstances shall the Commission be obligated to do any 
work or strengthening with respect to the vessel(s) or make any allowance 
therefor. If the Buyer rejects any vessel, all amounts theretofore paid by the 
Buyer as to such rejected vessel less all amounts, if any, owing by the Buyer 
to the Commission for such drydocking and inspection and the movement of 
such vessel to drydock and returning it (at Buyer’s risk) to its previous location 
shall be returned te the Buyer by the Commission and this agreement shall be 
thereupon terminated as to such rejected vessel. If the Buyer accepts any 
vessel “‘as is” the Buyer shall, prior to or concurrently with the delivery of the 
bill of sale to the Buyer transferring title to such vessel, pay to, or deposit with, 
the Commission all amounts, if any, owing, or estimated by the Commission 
to be owing, by the Buyer to the Commission for the movement of such vessel 
to drydock, drydocking, and inspection. Whenever the Buyer requests that any 
vessel be moved and drydocked to permit the Buyer to inspect the vessel as above 
provided, the vessel shall be and remain at the Buyer’s risk and expense from 
the time it starts to move to drydock until it is delivered to the Buyer with bill 
of sale transferring title thereto or until it is returned by the Buyer to the loca- 
tion from which it started to move to drydock. It is understood that before any 
vessel shall be permitted to move to a drydock for inspection the Buyer shall 
obtain, and agree to maintain during the period such vessel is at Buyer's risk as 
provided in the preceding sentence, at Buyer’s expense, insurance in such forms 
and amounts as may be satisfactory to the Commission. 

(c) Spare Parts and Allowance List. Spare parts and allowance list items 
for the (each) vessel shall be furnished by the Commission to the extent pro- 
vided for in the general policy of the Commission as expressed in General Order 
No. 60, as amended. With respect to vessels from reserve fleet, or inactive status, 
allowance list items shall be furnished by the Commission only to the extent 
that they are available in a Commission warehouse when title to the (each) 
vessel is passed to the Buyer, in which case such items shall be made available 
to the Buyer at such warehouse. 

(d) National Defense Features. The Commission reserves the right to re- 
move all, or any part of, the national defense equipment, war service features, 
or leased equipment, if any, aboard any vessel, but shall not be required to do 
so, nor to make any allowance to the Buyer for not making such removal, except 
to the extent that the Commission has permitted the Buyer an allowance against 
the price of the (each) vessel, under the terms of the Independent Offices Ap- 
propriation Act of 1948. 

ARTICLE 3. Delivery of the Vessel(s) to the Buyer—Bill(s) of Sale. Subject 
to the provisions of Article 2 hereof, the Commission agrees to deliver, and the 
Buyer agrees to accept delivery of, and (each) vessel at the place within the 
continental United States where such ,vessel may be on the date of this agree- 
ment or, at the option of the Commission, at the time of the completion of any 
action to be taken by the Commission preparatory to the delivery, or, if the 
Buyer requests that such vessel be drydocked pursuant to Article 2 hereof, where 
the vessel may be at the time the Buyer notifies the Commission that it accepts 
such vessel pursuant to this agreement, or at such other place in the continental 
United States as may be agreeable to both parties hereto, in which latter case 
the movement of such vessel from the place where it is at the time of such notice 
of acceptance shall be at the Buyer's expense and risk. Each vessel shall be 
delivered as soon after the date of this contract (if no drydocking is requested) 
or (if drydocking is requested) as soon after such notice of acceptance of the 
vessel by the Buyer, as the Commisison shall tender physical delivery of such 
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vessel and a bill of sale transferring title thereto to the Buyer. The Commis- 
sion shall give notice to the Buyer of its intention to tender delivery of such 
vessel(s) and bill(s) of sale at a stated place and time which shall be not earlier 
than on the next succeeding business day (“business day” being any day, but 
excluding Saturdays, Sundays, and holidays). If the Buyer shall fail to accept 
delivery of any vessel at the time and place stated in such notice, the purchase 
price of such vessel, if above the floor price, shall thereafter not be subject to 
further deduction for normal depreciation and such vessel shall thereafter be 
beld by the Commission at the Buyer’s risk and expense, and if delivery of any 
such vessel is not accepted by the Buyer within 10 days after tender of delivery 
of such vessel and bill of sale as aforesaid, or within such further period as 
may be agreed ‘upon, all amounts theretofore paid by the Buyer as to such vessel 
to the Commission, at the option of the Commission, shall be retained as liqui- 
dated damages and not as a penalty and this contract considered terminated as 
to such vessel. 

At the time of delivery of the (each) vesesl] by the Commission to the Buyer, 
the Commission shall execute and deliver to the Buyer a bill of sale, in sub- 
stantially the standard Government form, conveying the vessel to the Buyer 
with warranty of title and free from liens, arising prior to the time the Com- 
mission approves any action with respect to the (each) vessel by the General 
Agent mentioned in Article 2 (b) hereof for any of the purposes mentioned in 
this Agreement. 

Prior to delivery of the (each) vessel a complete inventory of the vessel's entire 
outfit, equipment, furniture, furnishings, appliances, spare and replacement parts, 
and of all unbroached consumable stores, fuel, and fresh water on board shall 
be jointly taken by representatives of the Buyer and the Commission and 
mutually agreed upon by them as to items, and as to price with respect to all 
unbroached consumable stores, fuel, and fresh water. 

The Buyer shall accept and pay for all unbroached consumable stores, fuel oil, 
and fresh water on board at the time of delivery, in good order and condition and 
not in excess of the vessel’s normal requirements, at the current market prices 
at the port of delivery on the date of delivery. “Consumable stores’ within the 
meaning of this paragraph are all consumable and subsistance stores (but not 
radio supplies, expendable equipment, scrap, and junk) listed in United States 
Maritime Commission Voyage Stores Reports, Forms 7915A, 7916A, T918A, and 
T91VA (Revised Forms 1939). 

ARTICLE 4. Purchase Price(s) of the Vessel(s). The Commission has deter- 
mined, pursuant to the provisions of the Act, giving effect to all adjustments 
(ecept for the absence or presence of a desirable features as defined in clauses 
(2) and (3) of Sec. 3 (d) of the Act) permitted by the Act and applicable to the 
vessel, that the purchase price thereof shall be as set forth in Exhibit “A” 
attached hereto and forming a part hereof 

ARTICLE 5. Payment of Purchase Price(s) of the Vessel(s). The Buyer 
agrees to pay, in the manner provided for in Exhibit “A” attached hereto and 
forming a part hereof, the purchase price of the (each) vessel computed in 
accordance with the provisions of Article 4 hereof and of Paragraph I of Exhibit 
"A>" 

ARTICLE 6. Loss of or damage to Vessel(s) before the tender of Delivery to 
Buyer. In the event that during the period of time beginning with the date of 
this contract and ending at the time of the tender of delivery of the (any) vessel 
to the Buyer (but excluding from such period of time the time during which 
such vessel is being moved, drydocked, or held at Buyer’s risk and expense as 
provided in this Agreement) there shall occur an actual or a constructive total 
loss thereof or damage thereto which would be considered substantial by the 
Commission, both the Commission and the Buyer shall be relieved of their mutual 
obligations under this contract and the Commission shall return to the Buyer 
all amounts paid on account of the purchase price of such vessel, unless the Com- 
mission shall either tender to the Buyer a similar vessel which, if acceptable 
to the Buyer, may, pursuant to addendum to this agreement, be delivered by the 
Commission in substitution therefor, or, in the event of such damage not amount- 
ing to actual or constructive total loss, repair such damage at its own cost and 
expense. 

ArticLe 7, Work for Buyer’s Account Prior to Delivery. The Buyer shall be 
permitted to perform, or have performed, at its own expense, work or alterations 
en any vessel prior to the delivery thereof to the Buyer if, before the com- 
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mencement of such work or alterations, the Buyer has obtained the prior written 
or telegraphic consent of the Commission and has also obtained, and agreed in 
writing or by telegram to maintain, insurance in such forms and amounts as may 
be required by and satisfactory to the Commission. 

Articir 8. Limitation of Liability of the United States under Certain Charter 
Parties. Pursuant to Section 10 of the Act, the Buyer agrees on its own behalf 
and on behalf of any and all affiliated interests (as defined by the Commission 
in Section 299.1 (i) of the Regulations) that the liability of the United States 
under any charter party or taking for use, made or effected prior to March §, 
1946, for the loss, on or after such date and prior to September 3, 1947, of any 
vessel owned by the Buyer or said affiliated interest or interests and under 
charter to the United States (excluding a vessel with respect to which an ad- 
justment under Section 9 of the Act can be made) shall be limited to an amount 
equal to just compensation as of the date of said loss, determined pursuant to 
existing law, or such amount as may be mutually agreed upon as just 
compensation. 

ARTICLE 9. Documentation of the Vessel(s). The (each) vessel shall be doc- 
umented under the laws of the United States by the Buyer immediately after 
sale and delivery thereof to the Buyer. 

ARTICLE 10. Employment of Member of Congress—Beneficiaries. The Buyer 
agrees not to employ any Member of Congress, either with or without compensa- 
tion, as an attorney, agent, officer, or director in connection with this contract, 
and that no Member of or Delegate to Congress nor Resident Commissioner shall 
be admitted to any share or part of this contract or to any benefit that may 
arise therefrom, except as provided in Section 116 of the Act, approved March 
4, 1909 (35 Stat. 1109). 

ARTICLE 11. Additional Provisions, The sale and delivery of the (each) 
vessel shall be subject to such modifications of the above provisions and to such 
additional provisions, if any, as may be incorporated into Exhibit “A” attached 
hereto and forming a part hereof. 

IN WITNESS WHEREOF, the parties hereto have executed five original counter- 
parts of this agreement as of the day and year first above written. 


[SEAL] UNITED STATES MARITIME COMMISSION, 
By: R. L. McDonatp, Assistant Secretary. 
Attest: 
7EO. A. VIFH MANN, 
Acting Assistant Secretary. 
AMERICAN OVERSEAS TANKER CORPORATION, 
By: JosepH E. Casey, President. 
Attest: 
JAMES G. MACKEY, 
Assistant Secretary. 
Approved as to form: 
FrRANcts B. Goer tNer, 
Assistant General Counsel, 
U. S. Maritime Commission. 


UXHIBIT “A” 


(Attached to and forming a part of Contract No. MCc-60896) 


= | 
Vessel name Official Nol Purchase price 


I isi inks diana see Sant atueea saat heb + +e 245009 | $1, 606, 
iets ag tactuton deed ocipap nents deride bake hits dpiainidde 2 aid 246425 | $1,679, 
Antelope ITills .__..-- a 246669 | $1, 691, 


764. 66 
718. 89 
325. 58 


If the purchase price of the (any) vessel is the floor price as published in the 
Regulations, the first paragraph of Paragraph I hereof shall not be applicable 
to such vessel. 

I. Purchase Price(s) of the Vessel(s). The above purchase price(s), com- 
puted as of January 2, 1948, shall, subject to the limitations of the floor price of 
the (each) vessel as published in the Regulations, be subject to a further deduc- 
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tion on account of normal depreciation at the daily rate of $277.60 for each day, 
including date of delivery, that delivery of such vessel is delayed after January 
2, 1948. 

The Buyer agrees, if it shall be determined by the Commission upon examina- 
tion of the (each) vessel, that the vessel lacks or contains desirable features 
as defined in clauses (2) and (3) of Sec. 3 (d) of the Act, then such purchase 
price shall be decreased, within the limits of the floor price of the vessel, or 
increased, by such amounts, if any, as may be determined by the Commission pur- 
suant to said clauses. 

II. Payment of the Purchase Price of the Vessel(s). (a) The Buyer shall, 
simultaneously with the execution on the Buyer's behalf and delivery of this con- 
tract by the Buyer to the Commission, deliver to the Commission a check 
(certified by a bank or trust company authorized to do business under the laws 
of the United States or any state, territory, or possession thereof) payable in 
United States dollars to the order of the United States of America with respect 
to the (each) vessel in the amount of $202,650. 

(b) Upon delivery of the (each) vessel by the Commission to the Buyer, the 
Buyer shall deliver to the Commission a check (certified and payable as in Para- 
graph II (a) above) in an amount equal to the remaining balance of the pur- 
chase price of such vessel, compufed in accordance with the provisions of Article 
4 hereof and paragraph I above, as of the date of delivery of the vessel. 

Ill. Drydocking and Inspection—AUlowance for Cost of Class Work. Article 
2 (b) of the Contract to which this Exhibit “A” is attached and of which this 
Exhibit “A” is a part is cancelled and the following is substituted therefor : 

“(b) Drydocking and Inspection—Allowance for Cost of Class Work. As 
used herein “vessel” shall refer to any one or more vessels covered by this agree- 
ment. The Buyer may, through a General Agent satisfactory to the Buyer and 
the Commission, arrange to have the vessel moved to a shipyard or elsewhere for 
drydocking, and/or inspection, and may drydock and/or inspect such vessel for 
the purpose of inspection of underwater surfaces thereof. Such movement and 
drydocking (including the return of the vessel after drydocking in the event the 
Buyer rejects the vessel) shall be at the expense and risk of the Buyer as here- 
inafter indicated. After such inspection in drydock, or otherwise, by the Buyer, 
the Buyer shall be obligated to accept such vessel ‘as is’, upon the terms and con 
ditions herein set forth, unless the Buyer rejects the vessel, pursuant to the terms 
of this agreement. If the Buyer rejects any vessel, all amounts paid by the 
Buyer as to such rejected vessel, under the provisions of Article 5 hereof, less all 
amounts, if any, owing by the Buyer to the Commission or such General Agent 
for such drydocking and inspection and the movement of such vessel to drydock 
or for inspection and returning it (at Buyer’s risk) to its previous location, shall 
be returned to the Buyer by the Commission and this agreement shall be there- 
upon terminated as to such rejected vessel. Whenever any vessel is made avail 
able to the Buyer to permit the Buyer to drydock and/or inspect the vessel as 
above provided, the vessel shall be and remain at the Buyer's risk and ex- 
pense from the time it is made available to the Buyer until it is delivered to the 
Buyer with bill of sale transferring title thereto, or, if the Buyer rejects the 
vessel, until it is returned by the Buyer to the location at which it was made 
available to the Buyer for any of the purposes herein provided. Before any 
vessel shall be made available to the Buyer, the Buyer shall obtain and agree 
to maintain during the period such vessel is at Buyer's risk as above provided, 
at Buyer’s expense, insurance in such forms and amounts as may be satisfactory 
to the Commission. 

“The buyer agrees to deposit with the General Agent so appointed such amount 
of money as the General Agent estimates is necessary to cover all general agency 
fees and costs incident to its management of the vessel during the period that the 
vessel is made available to the Buyer until the passing of title as provided herein, 
or the vessel returned as herein provided if it is rejected, including, but not 
limited to, moving, manning and victualing the vessel, and if the amount so 
estimated is not sufficient to cover all such fees and costs, the Buyer agrees tuo 
pay, at the request of the Commission, either to the Agent or the Commission, the 
difference between the amount so deposited with the General Agent and the 
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amount of all such fees and costs as finally determined by the General Agent 
or the Commission and, in the event that suvh amount as finally determined is 
less than the amount deposited, the excess will be repaid to the Buyer by the 
General Agent at the order of the Co nmission. 

“In accordance with, and to the extent permitted by the provisions of the 
Independent Offices Appropriation Act for 1948, Public Law 269, SOth Congress, 
approved July 30, 1947, authorizing the Comraission to make certain allowances 
to purchasers of vessels without regard to the provisions of the last paragraph of 
Section 3 (d) of the Merchant Ship Sales Act of 1946, the Commission shall 
reduce the purchase price of the vessel by an amount equal to the cost, as deter 
mined by the Commission, which would be required for the purpose of enabling 
the Commission to deliver the vessel to the Buyer in class with valid certificates 
of classification and inspection in accordance with the minimum requirements 
of the American Bureau of Shipping and the United States Coast Guard, 
Marine Inspection, rules and regulations outstanding as of the class date, here- 
inafter defined, including moving the vessel and drydocking if necessary for 
such purpose or if the vessel is due for drydocking or underwater inspection in 
accordance with the American Bureau of Shipping and the United States Coast 
Guard, Marine Inspection, rules and regulations, and strengthening the vessel if 
the vessel is of the T2 type. The class date shall be the date of the execution 
of this agreement, unless the vessel is at sea on the date of execution of this 
agreement or makes a voyage otherwise than under bareboat charter to the 
Buyer after the date of execution of this agreement, in which event the class 
date shall be the date of completion of discharge upon the return of the vessel 
to the final port of discharge in the continental United States. 

“If the Buyer requests drydocking or inspection of the underwater surfaces 
of the vessel by the American Bureau of Shipping or the United States Coast 
Guard, Marine Inspection, although such vessel, as of the class date, possesses 
valid certificates of classification and inspection and is not due for drydocking 
or underwater inspection in accordance with American Bureau of Shipping and 
the United States Coast Guard, Marine Inspection, rules and regulations, and, 
upon such drydocking and inspection, repair of underwater damage or under- 
water deficiencies is found to be necessary by the American Bureau of Shipping 
or the United States Coast Guard, Marine Inspection, then the Commission muy, 
but shall not be obligated to, reduce the purchase price of the vessel by an 
amount equal to that part of the cost of all such repair as determined by the 
Commission, as exceeds $7,500. The Commission shall notify the Buyer of its 
election or refusal to do so as soon as practicable after it has determined or 
estimated the cost of all such repair and such refusal to do so shall relieve the 
Buyer of the obligation to accept the vessel and shall give the Buyer the right 
of rejection of the said vessel. 

“Any vessel of the T2 type that is strengthened, or for the cost of strengthen 
ing which the Buyer has received an allowance as above indicated, shall be con 
sidered as having an additional desirable feature within the meaning of clause 
(3) of Section 3 (d) of the Act, and the Buyer shall pay for such additional 
desirable feature an amount determined by the Commission in accordance with 
subparagraph 5 of Section 299.1 (f) of the Regulations. In the event the Com- 
mission has not determined said amount up to the time of delivery of the vessel, 
the Buyer shall deposit with the Commission the sum of $28,875 for each vessel 
to cover the payment for such additional desirable features, it being understood 
that when the Commission determines the amount chargeable to the Buyer, the 
above deposit will be adjusted upward or downward and payment will be made 
by the Buyer or by the Commission of the difference between the deposit and 
the cost of such additional desirable features.” 

IV. Title to the Vessels. Subject to such conditions as the Commission may 
impose, title to the vessels named in this agreement may be taken in the name 
of a new company organized under the laws of the State of Delaware named 
NATIONAL TANKER CORPORATION, said corporation to have substantially 
identical officers, directors, and stockholders with American Overseas Tanker 
Corporation. The Commission agrees to execute the bill of sale referred to in 
Article 3 hereof in the name of National Tanker Corporation. 
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Exuisir No. 15 


BUREAU OF OPERATIONS, 
January 31, 1948. 


Subject: Antelope Hills, Kettleman Hills and Meacham. 


NATIONAL TANKER CORPORATION, 
c/o American Overseas Tanker Corporation, 
824 Connecticut Avenue, Washington, D. C. 

GENTLEMEN : In connection with your signed contract MCc-—60896 on the sub- 
ject vessels, we desire prompt advice as to whether or not specifications for 
repair have been prepared and whether invitations for bids have been executed 
and the date you anticipate removal of said vessels from the reserve fleet. 

In this connection, reports have reached the undersigned that these vessels 
have been offered by you for resale to other interests. We should very much 
appreciate a prompt statement from you as to whether or not you have in mind 
the resale of these vessels now or at a later date. 

Very truly yours, 
(Sed.) 
G. H. Helmbold, 
G. H. HELMBOLD, 
Chief, Bureau of Operations. 
Chairman 
Commrs. McKeough, Parkhurst, Mellen, Carson 
Pimper 
Metz 
O'Connor 
Goodman 
General Files (2) 


Exnureir No. 16 


NATIONAL TANKER CORPORATION, 
1025 Connecticut Avenue, Washington, D. C., February 2, 1948. 


Subject: Antelope Hills, Kettleman Hills and Meacham. 
U. S. MARITIME CoMMISsSION, 
Commerce Building, Washington, D.C. 
(Attention: Mr. G. H. Helmbold.) 

Dear Sirk: The receipt is acknowledged of your letter of January 31, asking 
certain questions with respect to the above-mentioned vessels. 

Please be advised that the firm of Sieling & Jarvis is the agent for the buyers 
and has sent a telegram to the Maritime Commission accepting their appoint- 
ment. Today their representative is surveying the KETTLEMAN HILLS lo- 
cated in the James River, and another representative of the firm is en route to 
Beaumont, Texas to inspect the ANTELOPE HILLS. The office of Sieling & 
Jarvis has had a telephone call from the Maritime Commission representative 
in New Orleans, and through him arrangements have been made for this inspec- 
tion. After the inspection at Beaumont, the surveyor will proceed to Olympia, 
Washington, for an inspection of the MEACHAM. 

As soon as this work has been completed, specifications for repair will be pre- 
pared, and invitations for bids executed. The removal of these vessels from the 
reserve fleet will follow as rapidly as circumstances permit. 

It is our intention to bareboat charter these vessels to another American com- 
pany. It is the present intention of this corporation to retain title to these 
vessels indefinitely. Obviously, no statement can be made at this time as to 
what its position may be with respect to resale at some time in the future. 

Very truly yours, 
Josern E. Casry, 
President, National Tanker Corporation. 
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Exursirr No. 17 
National Tanker Corporation—List of beneficial owners of capital stock, as of 
January 26, 1948, held by escrow agents—Payments for stock per agreement— 
Oct. 11, 1948 











. Note, Note, Note, Note, 

Per- Cash, 6 percent, 6 percent, 6 percent,'6 percent 
Name of stockholder Shares cent- Ons. Ne Nov. 6." Nov. 30,. bow 31," Hane 31." 

* oat 1948 1948 1948 1948 1949 

E. Stanley Klein 125 12.5 | $12,500 | $15,624 $9, 375 $9, 375 
J. P. McGuire 20 | 2.0 2, 000 2, 500 1, 500 1.500 
F. H. Wandelt 20 2.0 2, 000 2, 500 1, 500 1, 500 
E, Stanley Klein, Jr i0 1.0 1, 000 1, 250 750 750 
Arthur M. Klein 10 1.0 1, 000 1, 250 750 750 
Marilyn K. Pratt -- = 10 1.0 1,000 1, 250 750 750 
Elizabeth M. Klein 10 1.0) 1, 000 1, 250 750 750 
Luther Hodges 10 1.0 1,000 1, 250 750 750 
Thelma 8. Dobson 10 1.0 1, 000 1, 250 750 750 
Edward R. Stettinius, Jr 225 22.5 22, 500 28, 125 16, 875 16, 875 
Julius C. Holmes 100 10.0 10, 000 12, 500 7, 500 7, 500 

Joseph E. Casey 150 15.0 15, 000 18, 750 l ; 
Admiral William F. Halsey 50 5.0 5, 000 6, 250 . 750 
W.N. Westerlund , 45 4.5 4, 500 5, 625 8. 375 3 375 
F. Willard Bergen 44 | 4.4 4, 400 5, 500 3, 300 3, 300 
F. M. Bynum 44 4.4 4, 400 5, 500 3, 300 3, 300 
Ellis Knowles 45 4.5 4, 500 5, 625 3, 375 3. 375 
Charles Bosak \ 8& 800 1, 000 600 600 
F. A. Dwyer 8 | 8 800 1, 000 600 600 600 
J. C. Ennis nll s 8 800 1, 000 600 600 600 
G. D. Hawthorne 8 | eo 800 1, 000 600 600 | 600 
W. J. Hawthorne 8 ia 800 1,000 600 600 600 
H. J. Maass ‘ 8 .8 800 | 1, 000 600 600 | 600 
R. T. Reid s 8 | 800 | 1,000 600 600 | 600 
F. Parrett___. s RR 800 1, 000 600 600 600 
Pp IIS « caauceccceese s 8 800 1,000 600 600 600 
cw ons a a al 1,000 | 100.0! 100,000} 125,000 75,000 75, 000 75, 000 


(See below for total of payments.) 


National Tanker Corporation—List of beneficial owners of capital stock, as of 
Jan. 26, 1948, held by escrow agents, payments for stock per agreement, Oct. 
11, 1948 


Name of stockholder : Total | Name of Stockholder—Con. Total 
E. Stanley Klein____--_-- $56, 250 7. oe. oan... $19, 800 
7; 2. pene 9, 000 Ellis Knowles Acai See 
E,. Stanley Klein, Jr.__—- 4, 500 Charles Bosak____-~- i 3, 600 
Arthur M. Klein__------ 4, 500 Be ei: ae : 3, 600 
Mariivn K. Pratt.._.... 4, 500 pad, ee 3, 600 
Elizabeth M. Klein__--~~- 4, 500 G. D. Hawthorne______ 3. 600 
Luther Hodges____---_- 7 4, 500 WwW, 2. Baewthorme._.. __ 3, 600 
Thelma S. Dobson____-- 4, 500 H. J. Maass__ we 3, 600 
Edward R. Stettinius, Jr. 101, 250 m -. Bek... oe ee 3,600 
Julius C. Holmes_____._-_ 45, 000 F. Barrett Sie 3, 600 
Joseph E. Casey_.--..._ 67,500 wis, Beet. a 8, 600 
Admiral William F. P, 2h. Went... ee 9, 0OU 

ey... eee BES — 
W. N. Westerlund____-_— 20, 250 TOTAL: 450, OO 
F. Willard Bergen__-_ _- ‘ 19, SOO 


Exnieit No. 18 


APPLICATION TO PURCHASE WAR-BUILT VESSELS FILED ny Unrrep TANKER 
CORPORATION A CITIZEN OF UNITED STATES OF AMERICA 


The undersigned hereby offers to purchase the war-built vessels hereinafter 
described (herein called the “war-built vessels”) at the statutory sales price, in 
accordance with the provisions of the Merchant Ship Sales Act of 1946, Public 

ne 


Law 321, 79th Congress, 2nd Session, approved March 8, 1946 (herein called the 
95335—52———44 
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“Act”’), and the rules and regulations prescribed by the United States Maritime 
Commission (herein called the “Commission”’), sections 299.1 to 299.91, ineclu- 


sive, of General Order 60, published in the Federal Register (herein called the 
“regulations”’), which the applicant agrees shall be binding in all transactions 
in connection with this application. Applicant also agrees that any amendment 
or modification of the rules and regulations shall be binding in all transactions 
approved by the Commission after the date of publication of such amendment 
or modification in the Federal Register. 

In order to induce the Commission to act favorably on this application, the 
applicant submits in support thereof the following information : 


A. As tothe applicant: Its citizenship and affiliations 

1, Exact name. 

UNITED TANKER CORPORATION. 

2. Form or type of organization. 

Corporation. 

3. State or other sovereign power under the laws of which organized. 
Delaware. 

4. Address of principal executive offices and of important branch offices, if any. 
317-3825 South State Street, Dover, Delaware. 

5. A brief description of (a) the shipping business of the applicant; and (b) 
any other business activities of the applicant during the preceding eight years 
If within such period the applicant has acquired the business of another person 
or has been reorganized, there should be included a brief description of such 
acquisition or reorganization. 

Applicant was incorporated in December, 1947, and has engaged in no business 
activities except for the filing of this application. The President and the di- 
rectors of applicant are United States citizens who have had long experience in 
the shipping business and allied fields, as set forth in answer to item 9 A 
majority of the stock of applicant is, and will at all times be, held by United 
States citizens. Substantially all of the capital of the applicant will be con- 
tributed by China Trading & Industrial Development Corporation, a Chinese 
corporation engaged in the export import business as set forth in answer to item 
6. It is the intention of the applicant, if this application is granted, to charter 
the tankers obtained to the National Resources Commission of the Chinese Gov- 
ernment or one of its controlled corporations to carry oil from Persian Gulf 
ports to Shanghai and other Chinese ports, and arrangements have been made 
with the National Resources Commission to this effect. 

6. A list of (a) all subsidiaries, (b) parent company, and (c) all other affili 
ater interests of the applicant, together with an indication of the nature and ex- 
tent of the business transacted for the past eight years by each, This informa 
tion may be furnished in the form of a chart, indicating clearly the relationships 
between the persons named, and the nature and extent of control. 

Applicant has no subsidiaries. All of the Class A Stock of the applicant is held 
by China Trading & Industrial Development Corporation which will provide 
substantially all of the capital of the corporation. 

China Trading & Industrial Development Corporation is a limited liability 
company incorporated in China with its head office at 131 Museum Road, Shang- 
hai, China, and with branch offices in New York, London, Bombay and Canton 
It was organized in 1944, and has capital of $1,000,000,000 Chinese currency 
(pre-war value). It is engaged generally in exporting and importing oil prod- 
ucts, steel products, industrial chemicals, and other commodities and raw mate 
rials. It acts as the agent for the Paragon Oil Company in shipping oil to China. 
During 1946 the total volume of business of China Trading & Industrial Develop 
ment Corporation amounted to approximately $8,000,000 (U.S. currency). China 
Trading & Industrial Development Corporation has a subsidiary, Hung-Shin 
Dyestuff & Chemical Company which owns and operates a dye factory in China 

China Trading & Industrial Development Corporation is affiliated with Chung 
Yuan Steamship Company of China, which is one of the leading private Chinese 
steamship companies with a capital of approximately $1,200,000 (U. S. currency), 
and now operating five steamships. 

China Trading & Industrial Development Corporation is also affiliated with 
the Chung-Yuan Paper Manufactory in China, which has capital of approxi 
mately $3,000,000 (U.S. currency) and during the last eight years has had gross 
revenues aggregating approximately $40,000,000 (U. S. currency). 

7. The following information with respect to each officer and director of the 
applicant : 








LS 


Laritime 
1, inelu- 
illed the 
isactions 
endment 
isactions 
endment 


tion, the 


s, if any. 


and (b) 
ht years. 
‘rr person 
of such 


business 
i the di- 
‘rience in 
em 9. A 
y United 
| be con- 
Chinese 
r to item 
o charter 
ese Gov- 
ian Gulf 
en made 


her affili- 
e and ex- 
informa- 
tionships 


nt is held 
1 provide 


| liability 
d, Shang- 
1 Canton 
currency 
oil prod- 
‘aw mate- 
to China. 
| Develop- 
')y. China 
fung-Shin 
in China 
th Chung 
e Chinese 
urrency ), 
ated with 
' approxi- 
had gross 


tor of the 





SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 685 


. — ; | Capital share 
Name and address Office Nationality | ned ce 
! — — 
Harold C. Lenfest, 30 Church St., New York, N. Y- Fresident and | United States | 5 shares class B 
' = director citizen | stock. 
Walter H. Sieling, 74 Trinity Pl., New York, N.Y | Vice-president |.....do- Desc Do. 
and = direc- 
tor. | 
Arthur M. Tode, 17 Battery Pl., New York, N.¥ Director do Do. 
Chung-Ching Wei, 52 Wall St., New York, N. Y Secretary and | Chinese citi- | None 
treasurer rel 


&. Applicant represents that he is a citizen of the United States. 


B. As to the management of the applicant 


9. A brief description of the principal business activities during the past eight 
years of each director and each principal executive oflicer of the applicant, if 
requested. 

Harold C. Lenfest, Director and President, graduated from Webb Institute 
of Naval Architecture and Engineering in 1918. Mr. Lenfest subsequently be- 
came associated with Bath Iron Works, and later held positions as follows with 
the following firms: 

Naval Architect for Fabricated Ship Corporation ; 

Southeastern Manager for De La Vergne Machine Company, 1925-1931; 

astern District Manager, Diesel Engine Division, American Locomotive 
Co., 1981-1945 ; 

While associated with American Locomotive Co., Mr. Lenfest also acted 
as Consultant for National Defense Research Committee on Mechanical En- 
gineering and Naval Architecture, 1942-1944. 

In 1945 Mr. Lenfest became Vice-President in charge of Enterprise Engine 
Company’s New York City offices, and in 1946 Mr. Lenfest left that company to 
devote his full time to Continental Engineering Corporation and Continental 
Equipment Corporation, of which he is President. Mr. Lenfest has had actual 
experience at sea and holds the United States Department of Commerce license 
as chief engineer of either steam or Diesel ships of unlimited tonnage. Conti- 
nental Engineering Corporation and Continental Equipment Corporation act as 
licensees and agents for J, Stone & Company, Limited, of London, England, and 
for a number of other firms in the sale of marine and railway equipment. Mr. 
Lenfest is a member of the American Society of Mechanical Engineers, the So- 
ciety of Naval Architects and Marine Engineers, the Institute of Marine Engi- 
neers (London), and the Engineers Club of New York. 

Walter H. Sieling, Director and Vice-President, is a member of the firm of 
Sieling & Jarvis which was organized in March 1937. As a member of the firm 
of Sieling & Jarvis, and of predecessor firms, Mr. Sieling since 1922 has been 
active in the shipping business as ship brokers, managers and agents. During 
the war the firm of Sieling & Jarvis managed up to twenty-two tankers, and at 
present manages seven tankers, for the Maritime Commission. Sieling & Jarvis 
have also managed ships for private companies. 

Arthur M. Tode, Director, is a consulting engineer, and is Honorary President 
of the Propeller Club of the United States. In this capacity he has been closely 
connected with the annual American Merchant Marine Conferences held each 
year under the auspices of the Propeller Club. Mr. Tode graduated from the 
New York State Maritime Academy in 1912 and has had practical training at 
sea, holding an unlimited license as Chief Engineer for both steam and Diesel 
propelled vessels. From 1922 to 1929 he served as Technical Superintendent of 
the Marine Department of the Texas Company, and in this capacity had charge 
of the oil tanker operations of that company. 

Mr. Tode is a graduate engineer of the United States Navy Turbine Engineer- 
ing School, the General Electric Marine Engineering School, the Sperry Gyro- 
Compass School and of the United States Navy Fuel Oil School. He has had 
special training in the plants and laboratories of the Babeock & Wilcox Com- 
pany, the Texas Company, McIntosh & Seymour, Combustion Utilities Corpora- 
tion, and with the United States Shipping Board. 

Mr. Tode is a member of the Society of Naval Architects and Marine Engi- 
neers, the Maritime Association of the Port of New York, the United States Naval 
Institute, the American Society of Naval Engineers, the American Society of 
Military Engineers, and the American Society of Mechanical Engineers. He is 
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also a member of the Executive Committee of the International Committee for 
Safety of Life at Sea, the Executive Committee of the American Merchant 
Marine Library Association, and the Executive Committee of the United States 
Coast Guard Merchant Marine Council. 

Chung-Ching Wei, Secretary and Treasurer, for the last year has acted as 
Vice-President of China Trading & Industrial Development Corporation, serving 
in its New York office. Mr. Wei graduated from Chiao-Tung University in 1937, 
with the degree of B. S. in electrical engineering and was in the employ of the 
National Resources Commission of China prior to his becoming Vice-President 
of China Trading & Industrial Development Corporation. 

10. The name and address of each other organization engaged in shipping ac- 
tivities with which any person named in answer to the preceding item has any 
present substantial business connection, the name of such person and, briefly, 
the nature of such connection, if requested. 

None, except as stated in answer to item 9. 

11. The name and address of any person who is now acting or within the past 
eight years has acted as managing or operating agent of the applicant or in any 
similar capacity and, briefly, the general terms of any agreement with reference 
thereto, if requested. 

Applicant intends to employ Messrs. Sieling & Jarvis, 74 Trinity Place, New 
York 6, N. Y., as managing agents of the vessels for which application is herein 
made, upon their usual terms. No form of agreement has been entered into. 
C. As to the war-built vessels 

12. Applicant offers to purchase, at the statutory sales prices, as determined 
by the Commission, the war-built vessels designated in items 13 and 14. or the 
alternative vessels designated in item 1b. 

13. If specific vessels are applied for, as distinguished from any one or more 
of a given type, the names of the vessels must be given under this item. 

No specific vessels applied for. 

14. If applicant is willing to accept any one or more vessels of a yviven type 
or designation, as distinguished from particular vessels, the type or designation 
of the vessels desired should be set forth as follows: 

Applicant applies for two tankers of type T2, Commission's designation 
T2-SE-A1. 

If no T2 tankers are available applicant applies for three tankers of type 
EC2, Commission's designation Z-ET1—S—C8. 

15. If more than one vessel is applied for, state whether applicant will buy any 
one or more if all are not available for sale to him by placing an “X” or the 
appropriate number, as the case may be, in the proper space below. In the ab 
sence of ahy indication, it will be assumed that the applicant is willing to accept 
all or any of the vessels. 

(a) All only (()) 

(b) All or any (X) 

(c) Any but not less than 
D. Terms and conditions of sales 

16. If the application is approved by the Commission, the applicant agrees to 
execute a contract of sale in form prescribed by the Commission. State what 
portion of the purchase price (not less than 25 percent of the statutory sales 
price) applicant agrees to pay not later than upon delivery of the vessels. 

Applicant agrees to pay 100% of the statutory sales price not later than 
upon delivery of the vessels applied for. 

17. Furnish full details as to the manner in which the applicant proposed to 
obtain the amount needed to defray the purchase price of the vessels (that is, at 
least 25 percent of the purchase price). The applicant should also furnish full 
details of any proposed security issue, including names of underwriters. 

China Trading & Industrial Development Corporation will pay applicant for 
shares of its Class A Stock an amount at last equal to 25% of the statutory sales 
price of the vessels applied for plus suffcient working capital to cover pre-operat- 
ing and operating expenses of the vessels for a period of at least sixty days. 
The remainder of the funds required by applicant will be advanced to it either 
by China Trading & Industrial Development Corporation, or by the National 
Resources Commission of the Chinese Government, or, in part, by the negotiation 
of a commercial bank loan. 

18. If this application is approved by the Commission, state whether or not 
applicant intends to apply to the Commission, pursuant to Section 9 or Section 
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37 of the Shipping Act of 1916, for approval to transfer or place under foreign 
registry or flag the vessels referred to above after applicant has purchased them. 
If applicant intends to apply for such approval, state to what foreign registry or 
flag. 

Applicant intends to operate the vessels applied for under American registry, 
and has no intention of applying for approval to transfer such vessels to any 
foreign registry. 

19. Does applicant propose to trade in old vessels for an allowance of credit 
on the purchase price of a war-built vessel? If so, is application contingent 
thereon? State date of application for determination for allowance of credit, if 
filed. 

Not applicable. 

BP. Preference 

20. A statement showing the extent to which losses and requisitions of the ap- 
plicant’s prewar tonnage have been overcome and other information in support of 
request for preference. 

Not applicable. 

EF’. Supplemental information 

21. A brief description of the general character and location of the principal 
property of the applicant, other than vessels, employed in its business. 

No other property. 

22. (a) A list of vessels owned by the applicant, including (1) name; (2) gross 
tonnage; (5) net tonnage; (4) deadweight tonnage; (5) bale capacities; (6) 
year built; (7) type; (8S) speed; (9) registry; and (10) identification of route 
or service on which operated. 

(b) Information similar to that specified in (a) as to any vessels chartered 
to and operated by the applicant. 

None. 

23. Briefly, the general terms of each charter for operation (a) of vessels 
owned by the applicant and chartered by it to other persons, and (b) of vessels 
chartered by the applicant from other persons. 

Not applicable. 

24. Full details concerning the services, routes, or lines on which vessels owned 
or chartered by the applicant are now operated, including ports of call, terminal 
and dock facilities at all such ports, frequency of sailings per vear, description of 
services and voyages, and names of vessels segregated according to services, 
routes, or lines, 

Not applicable. 

25. Type and kind of cargo now carried in the trade served as stated in the 
answer to item 24, information as to how the service or line may be developed for 
carrying additional types and kinds of cargo, and any factors influencing cargo 
expectations for the future. If the war-built vessel is to be a combination 
passenger and freight vessel, state also, by classes, the passenger accommodations 
and the number of passengers carried and any factors intluencing traflic expec- 
tations for the future. 

Not applicable. 

26. Information similar to that called for by the two preceding items with 
respect to any new service, route, or line which the applicant proposes presently 
to establish. 

Apmlicant proposes to use the tankers applied for to carry oil from Persian 
Fulf ports to Chinese ports for the Chinese Government. 

27. Identification of the service, route, or line described in answer to item 24 
or item 26, on which the applicant proposes to operate the war-built vessel, brief 
description of passenger accommodations, and statement of type and kind of 
cargo to be carried by the war-built vessel. Any special requirements of such 
service, route, or line and the manner in which they may be met by the use of 
the war-built vessel should be discussed briefly. Any changes in existing service, 
routes, or lines which the applicant proposes to make in connection with the use 
of the war-built vessel should also be indicated. 

See answer to item 26. 

28. A statement as to whether or not the war-built vessel is to be used to replace 
a vessel now operated by the applicant and, if so, the name of such vessels and 
the proposed disposition to be made of it by the applicant. 

Not applicable. 
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G. As to exhibits furnished 

29. A list of exhibits, properly identified, which shall include at the time of 
original filing, the following: 

Exhibit I.—A copy of the Certificate of Incorporation of the applicant or other 
organization papers, including all amendments thereto presently in effect. 

Filed herewith. 

Erhibit II.—A copy of the by-laws or other governing instruments of the appli- 
cant, including all amendments thereto presently in effect. 

Filed herewith. 

Lrhibit I1I.—A copy of (1) a balance sheet as of a date within six months of 
the date of filing the application with the Commission, (2) a brief statement of 
the nature of any substantial changes in the financial condition of the applicant 
or the results of its operations since the date of the balance sheet required 
hereunder, and (3) profit and loss statements for the three fiscal years preceding 
the date of such balance sheet and the three fiscal years ending in 1039, 1940, 
and 1941. If during the period covered by such profit and loss statements, the 
applicant succeeded to the business and assets of another person, the statements 
furnished should reflect the operations of such predecessor or predecessors for 
that part of such period preceding the date of acquisition. 

Not applicable. 

Erhibit IV—A copy (specimen if available) of each form of bonds or notes 
included in the funded debt of the applicant and a copy of each indenture or other 
instrument under which such securities were issued, including all amendments 
thereto presently in effect. 

Not applicable. 

UNITED TANKER CORPORATION, 


(Name of applicant) 
Attest: 


December 10, 1947. 
(Date) 


County of New York, ss: 


I, Harortp C. LENFEST, being duly sworn, depose and say that I am the Presi 
dent of UNITED TANKER CORPORATION, the applicant on whose behalf I have 
executed the foregoing application; that the applicant is a citizen of the United 
States within the meaning of section 2 of the Shipping Act, 1916, as amended 
(U. S. C. Title 46, sec. 802), and section 905 (c) of the Merchant Marine Act, 
1936, as amended (U. 8. C. Title 46, sec. 1244) ; that this application is made 
for the purpose of inducing the United States Maritime Commission to take the 
action requested herein, pursuant to the provisions of the Merchant Ship Sales 
Act of 1946, and particularly to section 4 thereof; that I have carefully examined 
the application and all documents submitted in connection therewith and, to the 
best of my knowledge, information and belief, the statements and representations 
contained in said application and related documents are full, complete, accurate 
and true. 


Exuisrr No. 19 


Post, Morris & Lovesoy, 
52 Wall Street, New York 5, N. Y., December 11, 1947. 
Mr. CakroLti Perry, 
Room 4045, United States Maritime Commission, 
Washington, D. C. 

DeaR Mr. Perry: Because of your courtesy and willingness to spend some 
time in explaining to me the vexing problem of disposal of certain war-built 
vessels in general, and T2 tankers in particular, I am writing to advise you that 
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we have just forwarded today an application to purchase two tankers on behalf 
of the China Trading and Industrial Development Corporation and also on 
behalf of United Tanker Corporation, the latter organized in the State of Dela- 
ware. As you advised on the telephone, when I called the other day, these 
applications were addressed to the Secretary of the Commission. I am enclosing 
a copy of our covering letter. I am sending these to you personally because I 
want to keep you informed of the steps we are taking in what I hope will be 
successful effort to bring this means of assistance to the Chinese Government, 

I am hopeful that this may be accomplished as a matter of Government policy, 
in spite of all of the obstacles which you indicated will have to be overcome. 

Very sincerely yours, 
Newsoutp Morris. 


Exnipstr No. 20 
JANUARY 21, 1948. 
Genera! Junius C. Ho_mes 
or 
Mr. JoserH FE. Casey, 
1025 Connecticut Avenue, NW, Washington, D. C. 


Drak JULIUS AND JOE: I spoke to Julius on the phone a few moments ago, in 
regard to your making an inquiry among the members of the Commission, to 
determine if it would be satisfactory to have an affiliate company, or a separate 
company, formed under Delaware laws with the same proportionate stock- 
holders as American Overseas, to take title to the three ships. Our intention 
would be to bareboat to the United Tanker Corporation, with an option to pur- 
chase, it being understood that United Tanker Corporation will make the same 
representations to us as they made in their application to the Commission, copy 
of which is enclosed. 

This application sets forth the percentage of ownership, the intentions of the 
company, its willingness to continue under the American flag, and that they will 
further agree to operate the ships coastwise until May, or such reasonable period 
as the Commission may direct. 

If they individually give us informal permission, it is Mr. Westerlund’s 
opinion that we will not need anything further, although this point, I believe, 
could be covered if their attitude is a favorable one. 

Please let me hear from you by phone as soon as you have gotten an expression. 

Sincerely, 


Exuisir No. 21 
Contract No. MCC—60896 
COUNTERPART II 


CONTRACT OF SALE OF WAR-BUILT VESSELS(S) 
BETWEEN 
UNtTIrep STATES MARITIME CoMMISSION 
AND 
AMERICAN OVERSEAS TANKER CORPORATION 


THIS AGREEMENT made as of the 31st day of December, 1947, between the 
UNITED STATES MARITIME COMMISSION (herein called the “Commission”) 
and AMERICAN OVERSEAS TANKER CORPORATION, organized and exist- 
ing under the laws of the State of Delaware— (herein called the “Buyer”). 


WITNESSETH : 

WHEREAS: 

1. Pursuant to the provisions of the Merchant Ship Sales Act of 1946, Public 
Law 321, 79th Congress, 2d Session, approved March 8, 1946 (herein called the 
“Act”’), and the Rules and Regulations prescribed by the Commission in General 
Order 60, published in the Federal Register, Volume 11, No. 79, April 23, 1946, as 
heretofore or hereafter supplemented or amended (herein called the “Regula- 
tions”), the Buyer has heretofore filed an application with the Commission 
under Section 4 of the Act to purchase the war-built vessel(s) (herein referred 
to as the “vessel(s)’’) named in Exhibit “A” attached hereto and forming a 
part hereof; and 
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2. The Commission has agreed to sell the vessel(s) to the Buyer and the Buyer 
has agreed to purchase the same under the terms and conditions hereinafter set 
forth, and the Commission has made all necessary findings in connection there- 
with required under the provisions of the Act. 

Now, THEREFORE, in consideration of the premises and the mutual promises 
hereinafter set forth, the parties hereto agree as follows: 

ARTICLE 1. Agreement to Purchase. Subject to the provisions hereinafter set 
forth and to all applicable provisions of the Act and Regulations, whether specifti- 
cally referred to or not, the Buyer agrees to purchase from the Commission and 
the Commission agrees to sell to the Buyer the vessel(s). 

It is understood and agreed that if for any reason the vessel(s) cannot be 
delivered by the Commission to the Buyer as herein provided, similar vessel(s) 
acceptable to the Buyer, may, pursuant to an addendum to this agreement, be 
delivered by the Commission in substitution therefor. 

ARTICLE 2. Condition of the Vessel(s) upon Delivery. The following provi- 
sions shall be applicable: 

(a) “As is’. The Commission shall deliver, and the Buyer shall accept, the 
vessel(s), “as is”. 

(b) Drydocking and Inspection. When and if requested by the Buyer, the 
Commission, at the expense and risk of the Buyer, will move the (each) vessel 
to a shipyard for drydocking and drydock such vessel to permit the Buyer to 
inspect the underwater surfaces of such vessel. After such inspection by the 
Buyer the Buyer’s only right is to accept such vessel “as is”, or to reject the 
vessel. Under no circumstances shall the Commission be obligated to do any 
work or strengthening with respect to the vessel(s) or make any allowance 
therefor. If the Buyer rejects any vessel, all amounts theretofore paid by the 
Buyer as to such rejected vessel less all amounts, if any, owing by the Buyer tv 
the Commission for such drydocking and inspection and the movement of such 
vessel to drydock and returning it (at Buyer's risk) to its previous location 
shail be returned to the Buyer by the Commission and this agreement shall be 
thereupon terminated as to such rejected vessel. If the Buyer accepts any vessel 
“as is’ the Buyer shall, prior to or concurrently with the delivery of the bill 
of sale to the Buyer transferring title to such vessel, pay to, or deposit with, 
the Commission all amounts, if any, owing, or estimated by the Commission to 
be owing, by the Buyer to the Commission for the movement of such vessel to 
drydock, drydocking, and inspection. Whenever the Buyer requests that any 
vessel be moved and drydocked to permit the Buyer to inspect the vessel as above 
provided, the vessel shall be and remain at the Buyer's risk and expense from 
the time it starts to move to drydock until it is delivered to the Buyer with bill 
of sale transferring title thereto or until it is returned by the Buyer to the loca- 
tion from which it started to move to drydock. It is understood that before any 
vessel shall be permitted to move to a drydock for inspection the Buyer shall 
obtain, and agree to maintain during the period such vessel is at Buyer’s risk 
as provided in the preceding sentence, at Buyer’s expense, insurance in such forms 
and amounts as may be satisfactory to the Commission. 

(c) Spare Parts and Allowance List. Spare parts and allowance list items 
for the (each) vessel shall be furnished by the Commission to the extent pro- 
vided for in the general policy of the Commission as expressed in General Order 
No. 60, as amended. With respect to vessels from reserve fleet, or inactive status, 
allowance list items shall be furnished by the Commission only to the extent that 
they are available in a Commission warehouse when title to the (each) vessel is 
passed to the Buyer, in which case such items shall be made available to the 
Buyer at such warehouse. 

(d) National Defense Features. The Commission reserves the right to remove 
all, or any part of, the national defense equipment, war service features, or 
leased equipment, if any, aboard any vessel, but shall not be required to do so, 
nor to make any allowance to the Buyer for not making such removal, except to 
the extent that the Commission has permitted the Buyer an allowance against the 
price of the (each) vessel, under the terms of the Independent Offices Appropria- 
tion Act of 1948. 

ARTICLE 3. Delivery of the Vessel(s) to the Buyer—Bill(s) of Sale. Subject 
to the provisions of Articles 2 hereof, the Comission agrees to deliver, and 
the Buyer agrees to accept delivery of, the (each) vessel at the place within the 
the continental United States where such vessel may be on the date of this agree- 
ment or, at the option of the Commission, at the time of the completion of an) 
action to be taken by the Commission preparatory to the delivery, or, if the 
Buyer requests that such vessel be drydocked pursuant to Article 2 hereof, where 
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the vessel may be at the time the Buyer notifies the Commission that it accepts 
such vessel pursuant to this agreement, or at such other place in the continental 
United States as may be agreeable to both parties hereto, in which latter case 
the movement of such vessel from the place where it is at the time of such notice 
of acceptance shall be at the Buyer’s expense and risk. Each vessel shall be 
delivered as soon after the date of this contract (if no drydocking is requested) 
or (if drydocking is requested) as soon after such notice of acceptance of the 
vessel by the Buyer, as the Commission shall tender physical delivery of such 
vessel and a bill of sale transferring title thereto to the Buyer. The Commission 
shall give notice to the Buyer of its intention to tender delivery of such vessel(s) 
and bill(s) of sale at a stated place and time which shall be not earlier than on 
the next succeeding business day (“business day” being any day, but excluding 
Saturday, Sundays, and holidays). If the Buyer shall fail to accept delivery of 
any vessel at the time and place stated in such notice, the purchase price of such 
vessel, if above the floor price, shall thereafter not be subjected to further de- 
duction for normal depreciation and such vessel shall thereafter be held by the 
Commission at the Buyer’s risk and expense, and if delivery of any such vessel 
is not accepted by the Buyer within 10 days after tender of delivery of such 
vessel and bill of sale as aforesaid, or within such further period as may be 
agreed upon, all amounts theretofore paid by the Buyer as to such vessel to the 
Comimnission, at the option of the Commission, shall be retained as liquidated 
damages and not as a penalty and this contract considered terminated as to such 
vessel, 

At the time of delivery of the (each) vessel by the Commission to the Buyer, 
the Commission shall execute and deliver to the Buyer a bill of sale, in 
substantially the standard Government form, conveying the vessel to the Buyer 
with warranty of title and free from liens, arising prior to the time the Commis- 
sion approves any action with respect to the (each) vessel by the General Agent 
mention in Article 2 (b) hereof for any of the purposes mentioned in this 
Agreement. 

Prior to delivery of the (each) vessel a complete inventory of the vessel's 
entire outfit, equipment, furniture, furnishings, appliances, spare and replace- 
ment parts, and of all unbroached consumable stores, fuel, and fresh water on 
board shall be jointly taken by representatives of the Buyer and the Commission 
and mutually agreed upon by them as to items, and as to price with respect to 
all unbroached consumable stores, fuel, and fresh water. 

The Buyer shall accept and pay for all unbroached consumable stores, fuel 
oil, and fresh water on board at the time of delivery, in good order and condi- 
tion and not in excess of the vessel’s normal requirements, at the current market 
prices at the port of delivery on the date of delivery. “Consumable stores” 
within the meaning of this paragraph are all consumable and subsistence stores 
(but not radio supplies, expendable equipment, scrap, and junk) listed in 
United States Maritime Commission Voyage Stores Reports, Forms 7915A, 
T916A, TMISA, and 7919A (Revised Forms 1939). 

ARTICLE 4. Purchase Price(s) of the Vessel(s). The Commission has deter- 
mined, pursuant to the provisions of the Act, giving effect to all adjustments 
(except for the absence or presence of desirable features as defined in clauses 
(2) and (3) of Sec. 3 (d) of the Act) permitted by the Act and applicable to 
the vessel, that the purchase price thereof shall be as set forth in Exhibit 
“A” attached hereto and forming a part hereof. 

ArTicte 5. Payment of Purchase Price(s) of the Vessel(s). The Buyer 
ugrees to pay, in the manner provided for in Exhibit “A” attached hereto 
and forming a part hereof, the purchase price of the (each) vessel computed 
in accordance with the provisions of Article 4 hereof and of Paragraph I of 
Exhibit “A”, 

ARTICLE 6. Loss of or damage to Vessel(s) before the tender of Delivery to 
Buyer. In the event that during the period of time beginning with the date 
of this contract and ending at the time of the tender of delivery of the (any) 
vessel to the Buyer (but excluding from such period of time the time during 
which such vessel is being moved, drydocked, or held at Buyer’s risk and ex- 
pense as provided in this Agreement) there shall occur an actual or a con- 
structive total loss thereof or damage thereto which would be considered sub- 
stantial by the Commission, both the Commission and the Buyer shall be relieved 
of their mutual obligations under this contract and the Commission shall return 
to the Buyer all amounts paid on account of the purchase price of such vessel, 
unless the Commission shall either tender to the Buyer a similar vessel which, 
if acceptable to the Buyer, may, pursuant to addendum to this agreement, be 
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delivered by the Commission in substitution therefor, or, in the event of such 
damage not amounting to actual or constructive total loss, repair such damage 
at its own cost and expense. 

ARTICLE 7. Work for Buyer’s Account Prior to Delivery. The Buyer shall 
be permitted to perform, or have performed, at its own expense, work or altera- 
tions on any vessel prior to the delivery thereof to the Buyer if, before the 
commencement of such work or alterations, the Buyer has obtained the prior 
written or telegraphic consent of the Commission and has also obtained, and 
agreed in writing or by telegram to maintain, insurance in such forms and 
amounts as may be required by and satisfactory to the Commission. 

ArTICLE 8. Limitation of Liability of the United States under Certain Charter 
Parties. Pursuant to Section 10 of the Act, the Buyer agrees on its own behalf 
of any and all affiliated interests (as definied by the Commission in Section 299.1 
(i) of the Regulations) that the liability of the United States under any charter 
party or taking for use, made or effected prior to March 8, 1946, for the loss, on 
or after such date and prior to September 3, 1947, of any vessel owned by the 
Buyer or said affiliated interest or interests and under charter to the United 
States (excluding a vessel with respect to which an adjustment under Section 9 
of the Act can be made) shall be limited to an amount equal to just compensa 
tion as of the date of said loss, determined pursuant to existing law, or such 
amount as may be mutually agreed upon as just compensation. 

ARTICLE 9. Documentation of the Vessel(s). The (each) vessel shall be docu- 
mented under the laws of the United States by the Buyer immediately after sale 
and delivery thereof to the Buyer. 

ARTICLE 10. Employment of Member of Congress—Beneficiaries, The Buyer 
agrees not to employ any Member of Congress, either with or without compensa- 
tion, as an attorney, agent, officer, or director in connection with this contract, 
and that no Member of or Delegate to Congress nor Resident Commissioner shall 
be admitted to any share or part of this contract or to any benefit that may arise 
therefrom, except as provided in Section 116 of the Act, approved March 4, 1909 
(35 Stat. 1109). 

ARTICLE 11. Additional Provisions. The sale and delivery of the (each) vessel 
shall be subject to such modifications of the above provisions and to such addi- 
tional provisions, if any, as may be incorporated into Exhibit “A” attached 
hereto and forming a part hereof. 

IN WITNESS WHEREOF, the parties hereto have executed five original counter- 
parts of this agreement as of the day and year first above written. 

UNITED STATES MARITIME COMMISSION, 
By: R. L. McDonaLp, Assistant Secretary. 

Attest : Greorce A, VICHMANN, 

Acting Assistant Secretary. 
AMERICAN OVERSEAS TANKER CORPORATION, 
By: Josern E. Casey, President. 

Attest: 

JAMES G. MACKEY, Assistant Secretary. 

Approved as to form: 

Assistant General Counsel, U. 8. Maritime Commission. 


Exuisit “A” 


Attached to and forming a part of contract No. MC c-608% 


Vessel name Official No.| Purchase price 
Meacham = 245000 $1, 026, 764 
Killeman Fiilis 246428 1, 879, 718.8 
Antelope Hills | 246660 1, OO1, 225. A 


If the purchase price of the (any) vessel is the floor price as published in the 
Regulations, the first paragraph of Paragraph I hereof shall not be applicable 
to such vessel. 

I. Purchase Price(s) of the Vessel(s). The above purchase price(s), com- 
puted as of January 2, 1948, shall, subject to the limitations of the floor price 
ef the (each) vessel as published in the Regulations, be subject to a further 
deduction on account of normal depreciation at the daily rate of $277.00 for 
each day, including date of delivery, that delivery of such vessel is delayed after 
January 2, 1948. 
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The Buyer agrees, if it shall be determined by the Commission upon examina- 
tion of the (each) vessel, that the vessel lacks or contains desirable features as 
defined in clauses (2) and (3) of Sec. 3 (d) of the Act, then such purchase 
price shali be decreased, within the limits of the floor price of the vessel, or 
increased, by such amounts, if any, as may be determined by the Commission 
pursuant to said clauses. 

II. Payment of the Purchase Price of the Vessel(s). (a) The Buyer shall, 
simultaneously with the execution on the Buyer’s behalf and delivery of this 
contract by the Buyer to the Commission, deliver to the Commission a check 
(certified by a bank or trust company authorized to do business under the laws 
of the United States or any state, territory, or possession thereof) payable in 
United States dollars to the order of the United States of America with respect 
to the (each) vessel in the amount of $282,650. 

(b) Upon delivery of the (each) vessel by the Commission to the Buyer, the 
Buyer shall deliver to the Commission a check (certified and payable as in 
Paragraph II (a) above) in an amount equal to the remainng balance of the 
purchase price of such vessel, computed in accordance with the provisions of 
Article 4 hereof and paragraph I above, as of the date of delivery of the vessel. 

232. Drudocking and Inspection—Allowance for Cost of Class Work. Article 
2 (b) of the Contract to which this Exhibit “A” is attached and of which this 
Exhibit “A” is a part is cancelled and the following is substituted therefor : 

“(b) Drydocking and Inspection—Allowance for Cost of Class Work. As used 
herein “vessel” shall refer to any one or more vessels covered by this agreement. 
The Buyer may, through a General Agent satisfactory to the Buyer and the 
Commission, arrange to have the vessel moved to a shipyard or elsewhere for 
drydocking, and/or inspection, and may drydock and/or inspect such vessel for 
the purpose of inspection of underwater surfaces thereof. Such movement and 
drydocking (including the return of the vessel after drydocking in the event 
the Buyer rejects the vessel) shall be at the expense and risk of the Buyer as 
hereinafter indicated. After such inspection in drydock, or otherwise, by the 

juyer, the Buyer shall be obligated to accept such vessel ‘as is’, upon the terms 

and conditions herein set forth, unless the Buyer rejects the vessel, pursuant to 
the terms of this agreement. If the Buyer rejects any vessel, all amounts paid 
by the Buyer as to such rejected vessel, under the provisions of Article 5 hereor, 
less all amounts, if any, owing by the Buyer to the Commission or such General 
Agent for such drydocking and inspection and the movement of such vessel to 
drydock or for inspection and returning it (at Buyer's risk) to its previous 
location, shall be returned to the Buyer by the Commission and this agreement 
shall be thereupon terminated as to such rejected vessel. Whenever any vessel 
is made available to the Buyer to permit the Buyer to drydock and/or inspect 
the vessel as above provided, the vessel shall be and remain at the Buyer's risk 
and expense from the time it is made available to the Buyer until it is delivered 
to the Buyer with bill of sale transferring title thereto, or, if the Buyer rejects 
the vessel, until it is returned by the Buyer to the location at which it was made 
available to the Buyer for any of the purposes herein provided. Before any ves- 
sel shall be made available to the Buyer, the Buyer shall obtain and agree to 
maintain during the period such vessel is at Buyer’s risk as above provided, at 
Buyer’s expense, insurance in such forms and amounts as may be satisfactory 
to the Commission. 

“The Buyer agrees to deposit with the General Agent so appointed such 
amount of money as the General Agent estimates is necessary to cover all general 
agency fees and costs incident to its management of the vessel during the period 
that the vessel is made available to the Buyer until the passing of title as pro- 
vided herein, or the vessel returned as herein provided if it is rejected, including, 
but not limited to, moving, manning and victualing the vessel, and if the amount 
so estimated is not suflicient to cover all such fees and costs, the Buyer agrees 
to pay, at the request of the Commission, either to the Agent or the Commission, 
the difference between the amount so deposited with the General Agent and the 
umount of all such fees and costs as finally determined by the General Agent 
or the Commission and, in the event that such amount as finally determined is 
less than the amount deposited, the excess will be repaid to the Buyer by the 
General Agent at the order of the Commission. 

“In accordance with, and to the extent permitted by the provisions of the 
Independent Offices Appropriation Act for 1948, Public Law 269, 80th Congress, 
approved July 30, 1947, authorizing the Commission to make certain allowances 
to purchasers of vessels without regard to the provisions of the last paragraph 
of Section 3(d) of the Merchant Ship Sales Act of 1946, the Commission shall 
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reduce the purchase price of the vessel by an amount equal to the cost, as deter- 
mined by the Commission, which would be required for the purpose of enabling 
the Commission to deliver the vessel to the Buyer in class with valid certificates 
of classification and inspection in accordance with the minimum requirements 
of the American Bureau of Shipping and the United States Coast Guard, Marine 
Inspection, rules and regulations outstanding as of the class date, hereinafter 
defined, including moving the vessel and drydocking if necessary for such purpose 
or if the vessel is due for drydocking or underwater inspection in accordance 
with the American Bureau of Shipping and the United States Coast Guard, 
Marine Inspection, rules and regulations, and strengthening the vessel if the 
vessel is of the T2 type. The class date shall be the date of the execution of 
this agreement, unless the vessel is at sea on the date of execution of this agree- 
ment or makes a voyage otherwise than under bareboat charter to the Buyer 
after the date of execution of this agreement, in which event the class date shal! 
be the date of completion of discharge upon the return of the vessel to the final 
port of discharge in the continental United States. 

“If the Buyer requests drydocking or inspection of the underwater surfaces 
of the vessel by the American Bureau of Shipping or the United States Coast 
Guard, Marine Inspection, although such vessel, as of the class date, possesses 
valid certificates of classification and inspection and is not due for drydocking 
or underwater inspection in accordance with American Bureau of Shipping and 
the United States Coast Guard, Marine Inspection, rules and regulations, and 
upon such drydocking and inspection, repair of underwater damage or under 
water deficiencies is found to be necessary by the American Bureau of Shipping 
or the United States Coast Guard, Marine Inspection, then the Commission may, 
but shall not be obligated to, reduce the purchase price of the vessel by an 
amount equal to that part of the cost of all such repair as determined by the 
Commission, as exceeds $7,500. The Commission shall notify the Buyer of its 
election or refusal to do so as soon as practicable after it has determined or 
estimated the cost of all such repair and such refusal to do so shall relieve the 
Buyer of the obligation to accept the vessel and shall give the Buyer the right of 
rejection of the said vessel. 

“Any vessel of the T2 type that is strengthened, or for the cost of strengthening 
which the Buyer has received an allowance as above indicated, shall be con 
sidered as having an additional desirable feature within the meaning of claus 
(8) of Section 3 (d) of the Act, and the Buyer shall pay for such additional desir 
able feature an amount determined by the Commission in accordance with sub 
paragraph 5 of Section 299.1(f) of the Regulations. In the event the Commission 
has not determined said amount up to the time of delivery of the vessel, the 
Buyer shall depos.t with the Commission the sum of $28,875 for each vessel to 
cover the payment for such additional desirable features, it being understood 
that when the Commission determines the amount chargeable to the Buyer, the 
above deposit will be adjusted upward or downward and payment will be made 
by the Buyer or by the Commission of the difference between the deposit and th: 
eost of such additional desirable features,” 

Clause LV. Title to the vessels. Subject to such conditions as the Commission 
may impose, title to the vessels named in this agreement may be taken in the 
name of a new company organized under the laws of the State of Delaware 
named NATIONAL TANKER CORPORATION, said corporation to have substan 
tially identified officers, directors, and stockholders with American Overseas 
Tanker Corporation. The Commission agrees to execute the bill of sale referred 
to in Article 3 hereof in the name of National Tanker Corporation. 


Exurerr No. 22 


GREAT BRITAIN AND NORTHERN IRELAND. 
LONDON, ENGLAND. 
EMBASSY OF THE UNITED STATES OF AMERICA, 88: 


Before me J. J. Coyle, Consul of the United States of America, duly com 


missioned and qualified, personally came Julius C. Holmes who, being dul) 
sworn, deposes and says that: 


I informed Admiral Smith of the intention of the National Tankers Corpora 
tion to charter three tankers to the United Tankers Corporation with an option 
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for the latter to purchase the National Tankers stock at a later date. I pointed 
out to Admiral Smith that the three ships in question had been allocated to 
the National Tankers Corporation with the proviso that they should be operated 
under the American flag. I told him that the tanker market was not good and 
that the arrangement contemplated with the United Tanker Corporation was 
the only one we had been able to find which would insure the employment of the 
ships. Commander Mooney was present during this conversation, and he re- 
minded Admiral Smith that United Tankers was the firm that Mr. Newbold 
Morris had talked to the Admiral about previously. I did not request specific, 
official approval of the transaction, nor did Admiral Smith give specific, official 
approval. He did say, however, that he perceived no objection to it. 

I never discussed the tax implications of the American Overseas Tanker Cor- 
poration or the Greenwich Marine Panama Transport chartering and financing 
arrangement with anyone in the Bureau of Internal Revenue, Counsel prepared 
a letter to the Bureau of Internal Revenue, in which a full disclosure of the 
arrangement was made, asking for an advance tax ruling. This letter I signed 
as an officer of the American Overseas Tanker Corporation. I never discussed 
the request for a ruling with anyone in the Bureau of Internal Revenue. 

The material facts stated herein represent my best recollection of a conversa- 
tion I had with Admiral Smith, Chairman of the Maritime Commission, sometime 
in January, 1948. 

JuLius C. HOLMEs. 

Subscribed and sworn to before me this 30th day of January, 1952. 


[SEAL] J. J. Coyle, 
J. J. CoYLe, 
Consul of the United States of America at London, England. 


Service No. 12055. No Fee Prescribed. 


Exnuisir No, 23 


UNITED STATES ‘TREASURY DEPARTMENT, 
Washington 25, January 29, 1952. 
FRANCIS D. FLANAGAN, 

Chief Counsel, Senate Investigations Subcommittee of the Senate Com- 
mittee on Expenditures in the Executive Departments, United States 
Senate, Washington, D. C. 

My Dear Mr. FLANAGAN: In compliance with the telephone request of Mr. 
William A. Leece, Assistant Counsel of your Subcommittee, on January 17, 1952, 
in conversation with Mr. Harold T. Swartz, Assistant Deputy Commissioner, 
Income Tax Division, information is submitted herein relative to the applica- 
tion of the Greenwich Marine Corporation, a Panamanian corporation, for a 
ruling as to the status of net charter hire derived by it from bareboat chartering 
to Panama Transport Company, a Panamanian corporation, of vessels acquired 
under a long-term charter from American Overseas Tanker Corporation. 

Records*in the Bureau indicate that the application was submitted on behalf 
of Greenwich Marine Corporation by Mr. M. Daniel Frantz, 25 Broadway, New 
York 4, New York, in a letter dated October 31, 1947. The application contained 
a request for a ruling as to whether the net charter hire derived by Greenwich 
Marine Corporation, a Panamanian corporation, from bareboat chartering of 
vessels which were chartered by it from American Overseas Tanker Corporation, 
to Panama Transport Company, a Panamanian corporation, would be income 
from sources without the United States within the meaning of section 119 (c) (4) 
of the Internal Revenue Code. 

Bureau records further disclose that inasmuch as it was not the policy to rule 
upon the issue involved in the transactions discussed herein, the taxpayer’s 
representative withdrew the request for a ruling on November 25, 1947. The 
Bureau has had no further correspondence with the taxpayer or its representa- 
tive subsequent to the last mentioned date. 

Yours very truly, 
JOHN B, DuNLAP, Commissioner. 

Copy attached. 
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Exuinir No. 24 
FEBRUARY 15, 1952. 
List of vessels owned or in the service of companies which are understood to 
be controlled by Stavros S. Niarchos’ interests. 
(1) U. S. War-built vessels : 


4. CONTROL THROUGH OWNERSHIP 


Name Owner 


Captain K. Papazoglou Stavros 8. Niarchos Greek. 
Chantilly Panama Oceanic Lines : Panamanian. 
Wolf Creek do i Do. 
Cham poeg . do Do 
Missionary Ridge do Do 
Wallowa do Do 
White River do ‘ Do, 
Opeguon... do ie Do 
Charlestown do ed Do 
Celilo do Do. 
Apache Canyon do , : , Do. 
Antiope Cia. Internacional de Vapores Do. 
Myrto. -. do Do. 
Erato do Do. 


LARARPALANAALRARARALARAH 


! 


B. USE THROUGH LONG-TERM CHARTER 


Yambill 
Gervais 
Umatilla 
Owyhee 
Fort George 


= 
Par io = 
| 


nem 


Bareboat chartered to Greenwich Marine Corpo- 
ration 


Zz 


Jeanny 
Memory 
Merrimac 
Monitor 
Mermaid 


Time chartered to Compania Internacional de 
Vapores, Ltda. 


aaaeaeaaeeasta 


LRARARAAN 


! 


(2) New buildings: It has been reported that Companies controlled by Stavros 
S. Niarchos’ interests have 24 tankers aggregating 637,600 deadweight tons, 

(3) We further understand that orders have been placed with Messrs. Vickers- 
Armstrongs for the construction of 2 44,000 DWT tankers and with the Bethlehem 
Steel Company for the construction of 2 45,400 DWT tankers. 

The total tonnage of vessels listed hereabove, excluding those time chartered 
to C. L. V., aggregates approximately 1,100,000 deadweight tons. The six vessels 
time chartered to C.I.V. aggregate approximately 100,000 deadweight tons. 


Exuisir No. 25 
World tanker fleet 


[Ocean-going vessels 1,000 gross tons and over only] 


((000's) of DWT) 
Country hice a 


Sept. 1939 July 1951 


U.S. (Private) , 258. 0 
Denmark 145.0 
France _.. 459.0 
Italy 582.0 
Netherlands 740.0 
Norway : 3, 131.0 
Panama 734.0 
Sweden 257.0 
United Kingdom . 4, 205.0 
All other 12 291.0 


Total 16, 912.0 


' Includes: Japan 583,000 dwt, Germany 399,000 dwt, Argentina 195,000 dwt and Russia 183,000 dwt 
2 Includes: Liberia with 756,000 dwt, Japan 454,000 dwt, Argentina 368,000 dwt and Belgium, Canada 
Germany, Greece, Honduras, Mexico, Spain, USSR, and Venezuela all of which have more than 100,000 dwt 


Sources: U.S. Maritime Administration, National Federation of American Shipping. 
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Exuisrr No. 26 
AGREEMENT 


THIS AGREEMENT, made and entered into the 7th day of January, 1948, by and 
between Rosert W. DupLey, 824 Connecticut Avenue, N. W., Washington 6, D. C.. 
and Rosert L. BeRENsoN, Westbury, Long Island; 

WiTNESSETH: Robert W. Dudley agrees to sell to Robert L. Berenson and 
Robert L. Berenson agrees to buy from Robert W. Dudley, five hundred (500) 
shares of the capital stock of UNITED STATES PETROLEUM CARRIERS, INCORPORATED, 
a Delaware Corporation, for the sum of One Hundred ‘Twenty-five Thousand 
Dollars ($125,000), payable as follows: 

(1) $25,000 on delivery of the said shares of stock to Robert L. Berenson. 

(2) $25,000 on January 1, 1949. 

(8) $25,000 on January 1, 1950. 

(4) $25,000 on January 1, 1951. 

(5) $25,000 on January 1, 1952. 

Rosert W. DupLEY 
Robert W. Dudley. 
Rosert L. BERENSON 


Robert L. Berenson. 
Witness: 


ALGER D. STOKES. 


Disrricr oF COLUMBIA, 8s: 
Subscribed and sworn before me, Janet 'T. Drayton, a Notary Public in and 
for the District of Columbia, this 7th day of January, 194s. 


JANET T. DRAYTON. 
My commission expires June 14, 1952. 


Exuisir No. 27 


Goopwin, RoSENBAUM, MEACHAM AND BAILEN 
COUNSELLORS AT LAW 


824 Connecticut Avenue, N. W. 


Washington 6, April 15, 1949. 
GooDWIN, ROSENBAUM, MEACHAM & BaAILEN, 
824 Connecticut Avenue, 
and 
JoserH E. Casey, Esquire, 
1025 Connecticut Avenue, Washington 6, D. C. 


GENTLEMEN: Reference is made to the Agreement dated January 7, 1948, 
between Robert L. Berenson and me wherein I agreed to sell to Robert L. 
Berenson and Robert L. Berenson agreed to buy from me five hundred (500) 
shares of capital stock of United States Petroleum Carriers, Incorporated, for 
the sum of One Hundred Twenty-five Thousand Dollars ($125,000) payable as 
follows: 

(1) $25,000 on delivery of the said shares of stock to Robert L. Berenson 

(2) $25,000 on January 1, 1949 

(3) $25,000 on January 1, 1950 

(4) $25,000 on January 1, 1951 

(5) $25,000 on January 1, 1952 

As you know, Robert L. Berenson paid the first installment in January 1948, 
of which you were paid the agreed share. 

This is to confirm to you that the second, third, fourth and fifth installments 
of $25,000 each are each to be divided as follows: 

(1) $1,500 to Harold G. Bowen 

(2) $5,833.33 to Joseph E. Casey 
(3) $5,833.33 to Robert W. Dudley 
(4) $11,833.33 to Goodwin, Rosenbaum, Meacham & Bailen 
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Should any payments on future installments be greater or less than $25,000, 
the sum received shall be divided in accordance with the following percentages : 
Harold G. Bowen percent 
a oe aae tne eticentwidieremeneinadanonGidam anys 23.33 percent 
II ee nstaniiniitecasetieupaare-nakenmnneecegngi 23,33 percent 
Goodwin, Rosenbaum, Meacham & Bailen___._.--_--------~-~- .-. 47.333 percent 


99. 999 


Sincerely yours, 
Rospert W. Dupiery. 


Exuusrr No. 28 


Mr. Casey and Mr. Klein, on behalf of American Overseas Tanker Corporation, 
have had discussions with the interests identified as United Tanker Corporation, 
a Delaware corporation, relative to the sale of three tankers, the names of 
which are as follows: The Meachan, Kettleman Hills and Antelope Hills which 
have been assigned to American Overseas Tanker by the Maritime Commission 
and contract for the purchase is due to be signed on Saturday, the 24th. Ameri- 
can Overseas Tanker is willing to consider the sale to United Tanker under the 
following conditions, subject to the approval of the Maritime Commission: 

American Overseas will form a new Delaware corporation for the specific 
purpose of taking title to these three ships. Interests connection with United 
Tanker Corporation will supply the down payment funds and either put up 
money for the breaking out expenses, including drydock, insurance and so forth, 
vr indemnify the new company against this expense. The United group will 
then complete forthwith the terms of payment necessary to complete the purchase 
from the Maritime Commission by supplying the funds necessary and complying 
with the terms imposed by the Maritime Commission. When payments have been 
completed and title has been transferred to the new company owners of the 
stock of the new corporation will agree to sell to United all of the stock in the 
new corporation for the sum of $450,000, plus $25,000 expenses, and will deposit 
such stock in escrow against the $450,000 with you or with some agreed upon 
escrow agent. Any departure from this program must be agreeable to counsel 
for both parties. 

January 19, 1948. 


Exursirt No. 29 
Legal Document 


CTIDC—#10508 

Parties: Olga Konow 

United Tanker Corp. 

Serial No. 480203-1 

UNITED TANKER CORPORATION, 
February 3, 1948. 
Mrs. O.eGa Konow, 
340 Park Avenue, New York 22, N. Y. 


Dear Mrs. Konow: We wish to confirm our agreement covering your compensa- 
tion for services to be performed by you as consultant and broker in connection 
with our operation of the S. S. “Antelope Hills”, the S. S. “Kettleman Hills” and 
the S. 8S. “Meacham”, and such other tankers as we may acquire. 

You agree to advise us with respect to the operation and chartering of such 
Tankers and to assist us in obtaining cargoes for such Tankers, during the period 
of five years commencing with our taking of possession of the three Tankers 
referred to above. United Tanker Corporation agrees to pay you for your serv- 
ices $30,000 on December 15th in each of the years 1948, 1949, 1950, 1951 and 


1952. 





ion, 
ion, 
; of 
lich 
sion 
eri - 
the 


cifle 
ited 
up 
rth, 
will 
ase 
ying 
een 
the 
the 
wosit 
Ipon 
nsel 


SALE OF GOVERNMENT-OWNED SURPLUS TANKER VESSELS 699 


This agreement is, of course, subject to our taking possession of the three 
Tankers specified above, and if less than three of such Tankers are acquired, our 
payments to you will be proportionately reduced. If possession of any Tanker 
is taken by some other corporation or interest with which United Tanker Corpora- 
tion is associated or affiliated, or if possession is taken by purchase, time charter 
or consecutive voyage Charter rather than by bareboat charter, you will never- 
theless be entitled to the payments for your services as above provided. 

Payment is to be made to you at the above address or such other place as you 
may from time to time designate in writing to United Tanker Corporation. 

Will you kindly confirm the above agreement by signing and returning the 
enclosed copy of this letter. 

Very truly yours, 
UNITED TANKER CORPORATION, 

Confirmed : 

s OLGA Konow. 


Dated: 4th of Feb. 1948. 


Exuisit No. 30 


Legal Document 

CTIDC—TANKER 

Parties: China Trading & Industrial 
Development C rporation 
Wonok Corporation 

Serial No.—480218-1 

FresRuARY 18, 1948. 
WonokK CORPORATION, 
24 State Street, New York, N. Y. 

Dear Strs: This will confirm our understanding and agreement that in con- 
sideration of the services rendered and to be rendered by you on our behalf 
in securing directly or indirectly the possession of three T-2 Tankers, namely, 
the SS. “Antelope Hills’, SS. “Kettleman Hills” and the SS. “Meacham” by the 
United Tanker Corporation, we agree to pay you in such connection and with 
regard to each of such tankers, the sum of $50,000, in cash, of which the sum 
of $16,667. in cash shall be payable when possession of each ship is taken 
directly or indirectly by the United Tanker Corporation: the sum of $16,666. 
in cash six months thereafter and the sum of $16,666. in cash one year from such 
date of possession. 

If possession of any ship is taken by some other corporation or interest with 
which United Tanker Corporation is associated or affiliated, or if possession 
is taken by purchase, time charter or consecutive voyage charter rather than 
by bareboat charter, you will nevertheless be entitled to the payments for your 
services as above provided. 

Payment is to be made to you at the above address or such other place as 
you may from time to time designate in writing to China Trading and In- 
dustrial Development Corporation. If any payment is not made when due, all 
future payments will become immediately due and payable upon demand by 
you. 

If at the time when any payment is due under this agreement, the American 
Viking Corporation shall be indebted to the United Tanker Corporation for 
sums advanced by the latter, under Article Sixth of the Credit Agreement 
dated January 12, 1948, between United Tanker Corporation and American 
Viking Corporation, relating to the operation of the SS. “Skullbar”’, we may 
at our option by written notice to you, instead of paying you any amount 
then due under this agreement, pay such amount to United Tanker Corpora- 
tion for the account of Anjerican Viking Corporation to be applied in reduction 
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of its indebtedness to United Tanker Corporation under said Article Sixth 
of said Credit Agreement. 
Will you kindly confirm the above agreement by signing and returning the 
enclosed copy of this letter. 
Yours very truly, 
CHInA TraDINe & INDUSTRIAL 
DEVELOPMENT CORPORATION. 


Confirmed: 
Wonok CORPORATION, 


Dated: —- 


Exmisrr No. 31 

Legal Document 
Parties: United Tanker Corp. 

Olga Konow 
Sabject: American Viking Corp. 
Serial No. 491207—1 

DECEMBER 7, 1949. 
UNIrep TANKER CORPORATION, 
817-825 South State Street, Dover, Delaware. 

Dear Sirs: This will confirm the agreement between us as follows: 

1. I agree to sell, and you agree to purchase, 15,810 shares of common stock 
of American Viking Corporation, a Delaware corporation (herein called 
“Viking’) and all of the outstanding capital stock of Wonok Corporation, a 
Delaware corporation (herein called “Wonok”) for $300,000, of which $60,000 
shall be paid in cash and $240,000 shall be paid by you in four equal annual in- 
stallments of $60,000 each, commencing one year from the date hereof. Upon 
default, in the payment of any one of the installments the remaining install 
ments shall immediately become due and payable without notice. Your indebted 
ness shall bear no interest, except that in the case of failure to pay any install- 
ment when it becomes due such defaulted installment will bear interest at the 
rate of 6% pereannum from its date due to the date of payment. Delivery of the 
stock of Viking and Wonok by me and payment by you of $60,000 cash, shall be 
effected concurrently with the execution of this agreement. The certificates fo: 
the stock of Viking and Wonok shall be in transferrable form with all necessary) 
stock transfer stamps aflixed., 

2. Concurrently with your purchase of the stock of Wonok and Viking, Viking 
will execute an employment contract in the form annexed hereto as Exhibit A 
providing for my employment by Viking for a period of five years and six months 
at a salary of $1,667 per month, payable on the last day of each month com 
mencing December 31, 1949, and you will execute a contract in the form annexed 
hereto as Exhibit B, guaranteeing said employment contract and agreeing to 
pay me certain existing indebtedness for past services. 

3. As security for the performance of your obligations referred to in para- 
graphs 1 and 2 above, you agree to execute and deliver in instrument of assign 
ment in the form annexed hereto as Exhibit C, assigning to me the note dated 
April 29, 1948, drawn by National Tanker Corporation to United Tanker Corpo- 
ration in the amount of $365,000, which note has been assumed by Oceanic Mari 
time Corporation, and payment of which has been extended by agreement dated 
December 6, 1949, secured by the second preferred mortgage on the T2 tanker 
Kettleman Hills. A copy of such second mortgage is annexed hereto as Exhibit 
D. 

4. I represent and warrant as follows: 

(a) Viking is a duly organized and validly existing corporation under the 
laws of the State of Delaware, with an outstanding Capital stock consisting of 
31,000 shares of common stock of which 15,810 shares are owned of record by mi: 
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and 15,190 shares are owned of record by you, and 10,000 shares of preferred 
stock of which 2,000 shares are owned of record by Wonok and 8,000 shares 
are owned of record by you. 

(b) Attached hereto as Exhibit E are the financial statements of Viking as at 
September 30, 1949. Said financial statements are correct and complete and 
fairly present, in accordance with sound principles of accounting customarily 
maintained during the period under review, the financial position of Viking 
as at said date and the results of the operations for the period January 1, 1949 
to said date. There have been no material changes in the condition of Viking, 
financial or otherwise, from that set forth in said balance sheet, except as 
stated in the schedules attached to said balance sheet showing the accounts pay- 
able, accounts receivable and cash balance of Viking as at December 6, 1949, 
and except that the note of Wonok Corporation in the amount of $200,000, and 
the preferred stock carried at $200,000 under “Other Investments”, owned by 
Viking at the date of said balance sheet have heretofore been exchanzed for 
4,000 shares of preferred stock $100 par value, of Oceanic Maritime Corporation. 

(c) Viking has made no commitments with respect to the chartering or other 
use of the Destiny or the St. Christopher, except that the St. Christopher is now 
operating under a charter for three consecutive voyages to an Argentine charterer, 
a copy of which is annexed hereto as Exhibit F. 

(d) Viking is not a party to any contract or agreement of employment or for 
the payment of commissions or brokerage fees or any service contract, except 
for the employment contract with me to be executed concurrently with the execu- 
tion of this agreement as provided in paragraph “2” above and except for con- 
tracts or agreements which may be terminated by Viking at its option without 
notice. 

(e) Wonok is a duly organized and validly existing corporation under the laws 
of the State of Delaware. Its outstanding capital stock consists of five shares 
of $100 par value, all of which are held of record by me. Wonok has no liabilities 
except its liability on its note for $200,000 which has been assigned to you by 
Viking, and Wonok has no assets except its ownership of 2,000 shares of preferred 
stock of Viking and its contract dated February 18, 1948 with China Trading & 
Industrial Development Corporation which has been assumed by you. In the 
event that Wonok shall be subject to any income tax or other liability arising 
out of any act or omission prior to the date of this agreement, I agree to pay 
you promptly upon your request the amount of any such liability and to indemnify 
you against all expense or loss in connection therewith. 

(f) 1 have good title to the shares of stock of Viking and the shares of stock 
of Wonok to be sold by me hereunder, and have full right and authority to sell 
and deliver such shares and upon delivery of and payment for such shares, as 
herein provided, you will receive good and marketable title to the said shares 
free and clear of any liens. 

5. You represent and warrant that: 

(a) You are the owner, free and clear of liens, of the note dated April 29, 
1948 in the amount of $365,000 executed and delivered to you by National Tanker 
Corporation secured by a second preferred mortgage on the vesse! WKettleman 
Hills, official No. 246,425 given by National Tanker Corporation to you dated 
April 29, 1948 and recorded in the office of the Collector of Customs of the Port 
of Wilmington, Delaware on April 29, 1948 at 4:32 p. m. Eastern Standard 
Time in Mortgage Book D-23, page 41, which said note and mortgage have been 
assumed by Oceanic Maritime Corporation by an instrument of assumption 
recorded in the office of the Collector of Customs of the Port of Wilmington, 
Delaware on June 15, 1948 at 3:47 p. m. Eastern Standard Time in Mortgage 
Book D-24, page 23; and that no payment has heretofore been made on said 
note. 

(b) The aforesaid note in the amount of $365,000, and the second preferred 
mortgage on the Kettleman Hills securing the same, are the valid and legally 
binding obligations of Oceanic Maritime Corporation, a subsidiary of your Cor- 
poration. 
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(c) Oceanic Maritime Corporation is a duly organized and validly existing 
corporation under the laws of the State of Delaware. 

(d) The aforesaid second preferred mortgage on the Kettleman Hills, securing 
said note in the amount of $365,000, is by its terms subordinate to the first pre- 
ferred mortgage on said Kettleman Hills to Bankers Commercial Corporation 
originally in the amount of $1,485,000. Said preferred mortgage on the Kettle- 
man Hills has been reduced by payment to the amount of $234,200 as of the date 
hereof. Under the provisions of said first preferred mortgage, Oceanic Maritime 
Corporation and/or National Tanker Corporation has the right at its election to 
prepay said first preferred mortgage and the note secured thereby, at any time 
by payment of the principal unpaid balance, together with accrued interest, 
You agree that, in the event of any default by you in the payment of your obliga- 
tions secured by the assignment to me of the aforesaid second preferred mortgage, 
you will at my request and upon my advancing the necessary funds, cause Oceanic 
Maritime Corporation and/or National Tanker Corporation to exercise its right 
to prepay said first preferred mortgage and to deliver a discharge or assignment 
of said first preferred mortgage to me. 

(e) Promptly after the execution and delivery of this agreement you will cause 
Wonok to take such steps as may be necessary to change its name, and you 
agree that neither you nor any affiliated corporation will use the name “Wonok,‘*” 

6. It is agreed that you will cause Viking to vacate the premises formerly oc- 
cupied by it at 25 Broadway, New York, N. Y., and that Viking shall be under no 
further liability for the rental of such premises. I agree to cooperate with you 
in facilitating the transfer of the offices of Viking to such premises as you may 
designate in the City of New York, New York. 

7. Concurrently with the execution hereof the present officers and directors of 
Viking and Wonok will submit to you their resignations. 

8. It is agreed that the covenants, agreements, representations and warran- 
ties made herein shall survive the delivery of the stock of Viking and Wonok, the 
delivery of your note and the delivery of the contracts referred to in paragraph 


seeps 


9. This agreement shall be construed in accordance with the laws of the 
State of New York. 
Will you kindly confirm that the foregoing correctly sets forth the agreement 
between us by signing and returning the enclosed duplicate of this letter. 
Very truly yours, 


/ O1ea Konow. 


/8 
Confirmed December 7th 1949. 
UNITED TANKER CORPORATION, 
W. H. Sieling, V. P. 
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To 


French Cable 
(12/25/50) 


Exuzsir No. 32 


SIELING & JARVIS CORP. 


COPY OF MESSAGE SENT 
PC 
Master A. Mitchell Palmer 
Master Aristogiton 
Master Armonia (IBAE) 
Master Bembridgehill (GLZT) 
Master Ioannis Chandris (SVZO) 
Master Ionian Moon (MAIX) 
Khouribga (CNAH) 
| Penelopi Dec. 19th/50 
La Fleche (VGLB) (to Sugarcraft Singapore) 
Maria G. Culucundis (SVRZ) 
Montrealer (VGLF) 
Norlandia 
Santa Calli (Hond) (Hond) 
Vernicos Nicolaos 


Via RCA 12:37 P 
DEC 18 1950 DBJ: PH 


Iiffective immediately Lambert Brothers 88 Leadenhall Street London Cable 
Address Lambert will operate timecharter Stop All communications hereafter 


to them and instructions from them. 


Same wording to: 


To 


Via RCA, WU, Commercial 


CARGOSTEAM, 


(Code name for Sieling and Jarvis—SLS) 


Master SS Stylianos N. Vlassopulos, Sagimont, Genoa 


Nazario Sauro, Framership, Dunkerque 


Both via 


Srevine & JARVIS Corp. 


COPY OF MESSAGE SENT 


Commercial SJV2 & 3. 


DeceEMBER 19, 1950 1:15P LRS: BA 


The attached message was sent to the following agents: 


WU 
Angliran 
Hunter 
Turners 
Umaco 
Framership 
Merchants 
Morflot 
Heship 
Mialvezo 
Sagimont 
Atlantictanker 
Worms 
Hemoss 
Nickersham 
Chas. Kurz 
Aden 
Antwerp 
Caleutta 
Cebu 
Dunkerque (France) 
Chefoo 
Dalny 
Dunoun (Malaya) 
Durban 


Genoa 
Hamburg 
Marseille 
Liverpool 
San Pedro 
Philadelphia 


Commercial 


Wallem 
Dracotrav 
Zerssen 
Sugarcraft 
Sugarcraft 
Fenton 
Winter 
Worms 
Sugarcraft 
Worms 
Multiple 
Sugarcraft 
Hongkong 
Honolulu 2, T. H. 


Kiel Canal (Germany) 


Kobe 

Nagoya 

Panama Canal 
(Cristobal) 

Tientsin (China) 

Port Said 

Singapore 

suez 

Tsingtao 

Yokohama 


tCA 


Anglicus 
Vancammeren 
Bomans 
Ferouenz 
Burke 

Recife 
Rotterdam 
Stockholm 
Boma (Algeria) 
Belfast 

San Pedro 


As of today all China trading timechartered cargo vessels will be operated 
by Lambert London stop All future correspondence with them stop Have recom- 
mended they continue your agency 


CARGOSTEAM. 
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Exutsit No. 33 


Economic Cooperation Administration payments for freight on United Tanker 


Meacham 

St. Christopher 
Kettleman Hills 
New London 
Destiny 
Antelope Hills 


Total !. 


1 Working figures subject to audit. 


Charterer 


Sojusnefteexport 


Exportchleb, 
Ltd. 


Sojusnefteexport 


Sojusnefteexport 


Sojusnefteexport 


Ship 


Ship’s name 
voyage No. 


Kettleman Hills 


#11 


Kettleman Hills 
#12 


St. Christopher 


#11 
St. Christopher 


| #12 


Kettleman Hills | 


Corporation tankers 


Dates of payments 


From 


6-6 AY 
10-26-49 


Exuripir No. 34 


Cargo 


13024.748 tons Ethylated Benzine, 
70 on sp. gr. 0.727. API 63.1 at 
76F. 

6667.84 tons peanut oil sp. gr. 0.912 

5071.64 tons soyabean oil sp. gr 
0.916 at 79F. 

118,638.48 bbls. or 14902.7 tons refined 
Kerosene at 76F 

11291,338 tons crude oil sp. gr 
at 62F. 


0.8630 


10,111.34 tons Kerosene 42 APL 0.815 


7_%1)49 


Constanza 


Amount 


$1, 618, 064. 58 
1, 123, 454. 14 
2, 501, 400. 65 

800, 792. 58 
422,176.17 
134, 702. 07 


$6, 600, 590.19 


Discharging 


8-20-49 
Dalny 


9-24-49 


| Nakhodka 


Siberia) 
9-13-49 
Dalny 


| 9.96 


| #14 sp. gr. at 42F. 
Kettleman Hills 14517 tons Ethylated Benzine, 
#16 ON. API OO at 59F. 1008 tons 
Lubricating Oil (AVYOL 18 
API 21.9 sp. gr. 0.922 at 107F. 


4-22-50 
Constanza 


Sojusnefteexport 


Exuistir No. 35 
OcTOBER 4, 1949. 
Major General PHILip B. FLEMING, 
Chairman, Maritime Commission. 

DeaR GENERAL FLEMING: The Department of Defense is concerned that two 
U. 8S. flag vessels, the S. S. Kettleman Hills and the 8. S. Christopher, have been 
chartered to transport gasoline and other petroleum products from Constanzia, 
Rumania, to Dairen, China. 

Permitting U. 8S. flag vessels to transport high war potential goods to and 
from Communist-controlled ports presents a definite threat to the national se- 
curity of the United States. Under existing export control regulations it is 
doubtful that shipments of petroleum products would be permitted to Communist 
China from this country. This Department would certainly oppose any such 
transactions. We have consistently opposed the export of highly strategic items 
to Communist China as well as to other areas of Soviet control or influence. 

Tankers are subject to rigid export control. Therefore it might be inconsistent 
if the U. S. while strictly controlling the sale of tankers should permit the un- 
controlled chartering of such vessels to Soviet controlled organizations to trans- 
port highly strategic materials. 

In view of the above it appears imperative that action be taken immediately to 
prohibit the chartering of U. S.-flag vessels to haul strategic items which we our- 
selves would not export to areas of Soviet control or influence. It is understood 
that the Maritime Commission is considering the revision of its General Order 49 
to require the specific approval of the Commission in all cases involving the 
chartering of American-flag vessels to aliens. If such an amendment will facili- 


tate control of this trade, I strongly endorse such action by the Maritime Com- 
mission. 
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Should you desire the assistance of the Department of Defense in reviewing 
requests for chartering of American-flag vessels to aliens, I would be pleased to 
designate representatives of the staff of the Munitions Board to cooperate with 
the Maritime Commission staff in this regard. 

Sincerely yours, 


s 


/s/ Louris JOHNSON, 


Exursir No. 36 
MArkcH 38, 1952. 
Admiral E. L. COCHRANE, 
Varitime Administrator, Room 4842, Commerce Building, 
14th and Constitution Avenue, Washington, D. C. 

DeAR ADMIRAL COCHRANE: At my direction Mr. Irwin of my office this morning 
called your office and, Il am informed, talked with Mrs. Van. 

As you know, testimony already adduced at the hearings before the Subcom- 
mittee of the Senate Expenditures Committee, of which I am a member, has 
established that two of the surplus tankers included in the eight tankers acquired 
by the Casey group had been used to transport petroleum products between Com- 
munist-dominated countries. 

As Mr. Irwin advised Mrs. Van, I would appreciate receiving by noon tomor- 
row, March 4,.a letter detailing all pertinent data in your possession as to what 
other tankers, disposed of by the Maritime Commission as surplus, have been used 
to transport petroleum products directly by, or for the benefit of, Communist- 
dominated countries. 

I understand that in the telephone conversation referred to, Mrs. Van stated 
to Mr. Irwin that such information had already been compiled, and I therefore 
assume that no trouble or inconvenience will be experienced in furnishing me 
this data in the time requested. 

In closing, may I state that upon receipt of the information, I expect to have 
it made a part of the record of the subcommittee’s proceedings. 

Sincerely, 
RIcHARD NIXon. 
U. S. DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 
WASHINGTON 25, D. C. 


* 
Hon. RicHarp NIXxonN, 
United States Senate, 
Washington 25, D. C. 

DEAR SENATOR NIXON : Receipt is acknowledged of your letter of March 3, 1952, 
wherein you call attention to the two war built tankers sold by the former Mari- 
time Commission, which transported petroleum products on several voyages from 
June 1949 to June 1950 between Communist dominated ports. As you no doubt 
are aware, these ships were under charters for less than a year’s duration, and 
under the provisions of General Order 59 of the Maritime Commission then in 
effect, did not require specific approval. 

You requested information with respect to other tankers disposed of by the 
former Commission which may have engaged in like trade. The staff of the 
Maritime Administration has checked with the Department of State and with 
the Office of Naval Operations and so far as we have been able to learn, no other 
American flag tankers have engaged in trade with Communist dominated coun- 
tries. 

During the period January 1948 to February 1949, all charters of American flag 
tankers to noncitizens required the specific approval of the Maritime Commission. 
The Commission by General Order 59 gave blanket approval for the charter of 
American flag tankers of less than one year during the period December 1945 
until October 12, 1950, except during the period above indicated. The records 
of the former Commission do not disclose that any specific approvals were given 
for voyages in excess of a year for transportation of petroleum products to Com 
munist ports, nor has it been called to our attention that American flag tankers 
with charters of less than a year traded with the Iron Curtain countries except 
the two of which you have knowledge. 

Since October 12, 1950, General Order 59 has provided that all charters of 
American flag ships to noncitizens for the carriage of cargoes to the fourteen 
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identified Iron, Curtain countries must receive specific approval. No approvals 
have been sought under this Order. 

A large number of tankers were sold by the former Maritime Commission 
under the provision of the Merchant Ship Sales Act of 1946 for foreign owner- 
ship and registry. The foreign owners of these vessels are not required to make 
reports to this Administration or to its predecessor organization, and informa- 
tion as to their trading practices is very fragmentary. 

To determine whether any tankers sold for foreign operation have engaged 
in trade with Communist dominated ports would require an exliaustive study of 
the itinerary of over 200 tankers. 

If there is any further information that you desire, I will be glad to cooperate. 

Sincerely yours, 
E. L. CocHRANE, 
Maritime Administrator. 


Exurpir No. 37 


Statement of fees billed by Lovejoy, Morris, Wasson & Huppuch (formerly 
Post, Morris & Lovejoy) 


United Tanker Corporation and Subsidiaries: 
14s: 
United Tanker Corporation $30, 000 
1949: 
United Tanker Corporation 20, 000 
American Viking Corporation_- ; 10, 000 
1050: 
United Tanker Corporation aaa ; d 15, 000 
American Viking Corporation oa 5, 000 
Arctic Tankers, Ine oe 2.500 
Oceanic Maritime Corporation ; 2, 500 
Trans-World Maritime Corporation 10. 000 

In addition, bills were rendered to Meacham Corporation in the amount of 
$9,000 for 1949 and $3,000 for 1950. 

Bills rendered to China Trading, which have included services in connection 
with tanker charter arrangements, have been as follows: 1947, $2,000; 1948, 
$1,000. 

In addition, bills were rendered to China Trading in the amount of $250.00 
for 1949 and $2,500 for 1950 and the first six months of 1951, which did not relate 
to tankers. 

No charges have been made to The China International Foundation, Inc., for 
legal services. 

While no bills have been rendered for 1951 to the above companies, it is esti- 
mated that total fees from Meacham Corporation, United Tanker Corporation 
and its subsidiaries may aggregate from $50,000 to $60,000 


Exutpir No. 38 


IN THE UNITED StAtes District Court FOR THE EASTERN DISTRICT OF VIRGINIA, 
NORFOLK DIVISION 


Libel of Information for Forfeiture—Admiralty No. 7477 


United States of America, Libellant, v. Tanker “MEACHAM” and her tackle, 
furniture, equipment, ete., in rem. 


To the Honorable Judve of Said District Court: 

The libel of information of the United States of America by its proctor, 
A. Carter Whitehead, the United States Attorney for the Eastern District of 
Virginia, in a cause of forfeiture, civil and maritime, for breach of the pro- 
visions of section 2 and section 9 of the Shipping Act of 1916, as amended (46 
U.S. C, 802, 808), and for violation of the provisions of Revised Statutes 4139, 
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4142, 4148, 4163, 4172, 4173, and 4189 (46 U. S. C. A. 19, 20, 21, 33, 41, 42, 60), 
upon information and belief alleges: 


I 


That at all times hereinafter mentioned libellant was and is a sovereign 
power. 
II 


The steam tanker MEACHAM, Official No. 245009, of 10,048 gross and 6,301 
net tons, is a large and valuable tanker, Type T2, which was built by Kaiser 
Shipyards in 1944 at Portland, Oregon, for the Maritime Commission and was 
duly registered on January 23, 1944, as a merchant vessel of the United States 


Ill 


The said T2 tanker MEACHAM was a war-built vessel offered for sale by the 
Maritime Commission under the provisions of the Ship Sales Act of March 8, 
1946 (60 Stat. 41, 50 U.S. C. Appx. 1785-1746). Said Act, among other provisions, 
gave a preference to citizens of the United States and Section 3 (g) of the Act 
(50 U.S.C. Appx. 1736) duly defines a citizen as follows: 

“Citizen of the United States’ includes a corporation, partnership, or associa- 
tion only if it is a citizen of the United States within the meaning of Section 
2 of the Shipping Act of 1916, as amended (sections 802 and 803 of Title 
iy Pig = 


aragraphs (b) and (c) of said section 2 provide: 


“(b) The controlling interest in a corporation shall not be deemed to be owned 
by citizens of the United States (2) if the title to a majority of the stock thereof 
is not vested in such citizens free from any trust of fiduciary obligation in favor 
of any person not a citizen of the United States; or (b) if the majority of the 
voting power in such corporation is not vested in citizens of the United States; 
or (c) if through any contract or understanding it is so arranged that the majority) 
of the voting power may be exercised, directly or indirectly, in behalf of any 
person who is not a citizen of the United States; or, (d) if by any other means 
whatsoever control of the corporation is conferred upon or permitted to be ex- 
ercised by any person who is not a citizen of the United States. 

“(c) Seventy-five per centum of the interest in a corporation shall not be 
deemed to be owned by citizens of the United States (a) if the title to 75 per 
centum of its stock is not vested in such citizens free from any trust or fiduciary 
obligation in favor of any person not a citizen of the United States; or (b) if 75 
per centum of the voting power in such corporation is not vested in citizens of 
the United States; or (c) if, through any contract or understanding, it is so 
arranged that more than 25 per centum of the voting power in such corporation 
may be exercised, directly or indirectly, in behalf of any person who is not a 
citizen of the United States; or (d) if by any other means whatsoever contro! 
of any interest in the corporation in excess of 25 per centum is conferred upon 
or permitted to be exercised by any person who is not a citizen of the United 
States.” 


IV 


The said SS MEACHAM is now lying on navigable waters of the United States 
within this District, and within the admiralty and maritime jurisdiction of the 
United States and of this Honorable Court. 


V 


Certain alien Chinese interest, including the Chinese Petroleum Corporation 
and the China Trading and Industrial Development Corporation and their 
officers, directors and stockholders, sought to obtain tankers from the United 
States Maritime Commission either upon their application or the application 
by the United Tanker Corporation, a Delaware corporation organized by and 
for the benefit of the Chinese interests for the purpose of obtaining such 
tankers. These applications were not approved by the United States Maritime 
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Commission. The alien Chinese interests therefore sought to control companies 
which had obtained or could obtain tankers from the Maritime Commission. 


VI 


On or about August 27, 1947, American Overseas Tanker Corporation, a Dela- 
ware corporation, made its first application to the Maritime Commission for the 
purchase of tankers, filing among other papers its affidavit, signed by the 
President, stating: 

“4. That all of the officers and directors of the Bidder are citizens of the 
United States. 

“S. That title to 100 percent of the stock of the Bidder is vested in citizens 
of the United States free from any fiduciary obligation in favor of any person 
not a citizen of the United States; that 100 per cent of the voting power in 
the Bidder is vested in citizens of the United States; that there is no contract, 
understanding, or arrangement that more than no per cent of the voting power 
of the Bidder may be exercised, directly or indirectly, on behalf of any person 
who is not a citizen of the United States, and that the control of the Bidder 
is not conferred upon nor permitted to be exercised by any person who is not 
a citizen of the United States by any means whatsoever.” 

On September 17, 1947 the Corporation amended their application, stating 
that— 


“* * * it is proposed that title to the tankers be in the applicant, a 


citizen corporation, all of the stock of which is owned by citizens of the United 
States, and all of the directors and officers of which are citizens of the United 
States.” 
Later, on November 13, 1947, the Corporation filed an Amendment No. 2 to its 
application in which they listed the stockholders and the shares of stock assigned 
to each one of them. On December 30, 1947, the Maritime Commission approved 
the sale of three T2 tankers namely, the MEACHAM, the KETTLEMAN HILLS, 
and the ANTELOPE HILLS. Under date of January 22, 1948, the Corporation 
filed Amendment No. 4 to its application in which they recited the sale of the 
three tankers and requested that title be taken in the name of National Tankers 
Corporation, organized under the laws of the State of Delaware, the application 
stating among others— 

“* * * The National Tanker Corporation has the identical officers, direc- 
tors, and stockholders of the American Overseas Tanker Corporation, 

“The vessels will be registered under the American flag, and the purchase price 
will be paid in cash”. 
The National Tankers Corporation was not incorporated until January 23, 1948. 


VII 


The said alien Chinese interests had agreed to finance for about $1,500,000 
each the purchase of these three tankers, including the MEACHAM, by National 
Tankers Corporation for their use under a plan whereby United Tanker Corpo- 
ration, a corporation also organized under the State of Delaware, in which corpo- 
ration the Chinese interests owned all but a nominal amount, obtained an 
irrevocable option to purchase all of the stock of National Tankers Corporation 
at any time between September 15, 1948 and October 15, 1948 at an agreed price. 
The agreement between the alien Chinese interest and National Tankers was 
reached some time before January 24, 1948. 


VIII 


The agreement was carried out and on or about May 14, 1948 National Tanker 
Corporation duly and legally registered the MEACHAM with the Bureau of 
Customs, Treasury Department, on an affidavit prepared by the Secretary of 
the National Tankers Corporation, who swore as follows: 

“* #* * that the President and Managing Directors of said corporation are 
citizens of the United States; that 75 percentum of the interest of said corpora- 
tion is owned by citizens of the United States; that the title to 75 percentum of 
the stock of said corporation is vested in citizens of the United States, free from 
any trust or fiduciary obligation in favor of any person not a citizen of the United 
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States ; and that such proportion of the voting power of said corporation is vested 
in citizens of the United States; that through no contract or understanding is it 
so arranged that more than 25 percentum of the voting power of said corporation 
may be exercised, directly or indirectly, on behalf of any person who is not a 
citizen of the United States; that by no means whatsoever is the control of any 
interest in said corporation in excess of 25 percentum conferred upon or permitted 
to be exercised by any person who is not a citizen of the United States; that no 
subject or citizen of any foreign prince or state is, directly or indirectly by way 
of trust, confidence or otherwise interested therein or in the profits or issues 
thereof.” 


IX 


Having obtained the T-2 tankers and registered in the name of National 
Tankers Corporation, the corporation made an arrangement with the alien 
Chinese interests whereunder the substantial profits under the tanker operations 
accrued and belonged to the Chinese interests. At all times the alien Chinese 
interests maintained certain trusted Chinese representatives in control of the 
safe-deposit box, the checking account and the books of the United Tanker Corpo- 
ration. 

On or about October 31, 1949, the alien Chinese interests caused to be organ- 
ized a new corporation called the Meacham Corporation, for the purpose of own- 
ing and operating the tanker MEACHAM. This was described as a charitable 
corporation with a capital of $1,000 subscribed for by another charitable organ- 
ization called the China International Foundation, Inc., organized under the 
laws of Delaware on or about June 4, 1948, whose beneficiaries were Chinese 
nationals and whose assets had been supplied by alien Chinese interests. On or 
about November 7, 1949, the Meacham Corporation purchased the tanker 
MEACHAM from the National Tankers Corporation at a purchase price of 
$1,000,000 without payment of cash on a series of loans to Meacham Corporation 
from Chinese interests. On the same day the Meacham Corporation acquired 
11,750 shares of the preferred stock of the United Tanker Corporation without 
payment of cash and gave a security obligation to the China Petroleum Corpora- 
tion in the amount of $1,595,000, covering both the original loan payable by 
Meacham Corporation and National Tankers and the preferred stock of United 
Tankers. The arrangement provided that the Meacham Corporation without 
the written consent of the Chinese Petroleum Corporation will not sell, transfer, 
or otherwise dispose of the MEACHAM and will not engage in any business other 
than that of owning, chartering, and/or operating the MEACHAM and that 
China Petroleum be furnished with a detailed statement of each voyage of the 
MEACHAM. 

The Chinese interests maintained certain trusted Chinese representatives in 
control of the safe deposit box, checking account and the books of the Meacham 
Corporation and its securities. 


FIRST CAUSE OF FORFEITURE 
XI 


For a first cause of forfeiture, libelant repeats and realleges the allegations 
of Articles I to X, inclusive. 


XII 


The said certificate of registry and other documents of the said vessel 
MEACHAM were knowingly and fraudulently obtained and used as hereinbefore 
stated, contrary to the statutes of the United States in such cases made and 
provided, namely Revised Statute 4189, as amended, 46 U. 8. C. 60; and that said 
vessel MEACHAM, her tackle, apparel, furniture, and equipment became and is 
forfeited to the United States of America for breach of that statute in the 
following respects, among others which will be pointed out at the trial hereof: 

(a) In that subjects or citizens of a foreign prince or state, namely, the Re- 
public of China, were directly and indirectly, by way of trust, confidence and 
otherwise, interested in such vessel and in the benefits and issues thereof ; 

(b) In that said vessel MEACHAM was permitted to fly the American flag 
and to have the protection of the American Navy when she was in fact owned, 
operated, and controlled by alien Chinese interests who had no allegiance to the 
United States. 
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SECOND CAUSE OF FORFEITURE 
XIII 


For a second separate and complete cause of forfeiture, libelant repeats and 
realleges the allegations of Articles I to X, inclusive. 


XIV 


On or about the 14th day of May 1948, the secretary of the registered owner 
of the tanker MEACHAM, executed the oath required by statute and swore 
“That the president and managing directors of said corporation are citizens of 
the United States; 


That no subject or citizen of any foreign prince or state is, directly or indirectly, 
by way of trust, confidence, or otherwise, interested therein, or in the profits or 
issues thereof ;” 


The above allegations of fact were not true and within the knowledge of the 
party so swearing. 


XV 


By reason of the premises, the said vessel MEACHAM, her tackle, apparel, fur- 
niture, and equipment became and is forfeited to the United States for breach of 
the provisions of the Revised Statutes 4146 and 4163, as amended, 46 U. 8. C. 
21 and 33, in that the matters of fact alleged in the oath respecting the owner- 
ship and citizenship of the said registered owner were not true within the 
knowledge of the party so swearing, contrary to the statutes of the United 
States in such cases made and provided, namely, Revised Statutes 4146 and 
4163, as amended, 46 U.S. C. 21 and 33. 


THIRD CAUSE OF FORFEITURE 
XVI 


For a third separate and complete cause of forfeiture, libelant repeats and 
realleges the allegations of Articles I to X, inclusive. 


XVII 

On or about October 31, 1949, and continuing through 1950, the vessel MEACH- 
AM which had been registered as a vessel of the United States was sold or trans- 
ferred in whole or in part by way of trust, confidence, and otherwise to a subject 
or citizen of a foreign prince or state, which change of ownership was not re- 
ported to the Collector of the District, as required by law, in that the vessel was 
transferred from National Tankers to Meacham Corporation, all of the same 
being corporations for the benefit of the alien Chinese interest, without register- 
ing the change with the Collector of Customs. 


XVII 
By reason of the premises and of the failure to report the sale or transfer to 
foreigners, said vessel MEACHAM, her tackle, apparel, furniture, and equipment 
became and is forfeited to the United States for breach of the provisions of 
the Revised Statutes 4172, as amended, 46 U. 8S. C. 41, in that the failure to 
report the sale or transfer to foreigners of a vessel registered as a vessel of the 
United States was contrary to the form of statutes of the United States in such 
cases made and provided, namely, Revised Satutes 4172, as amended, 46 U. S. C. 
41. 
FOURTH CAUSE OF FORFEITURE 
XIX 


For a fourth separate and complete cause of forfeiture, libelant repeats and 
realleges the allegations of Articles I to X, inclusive. 


XX 


The agreements by which the alien Chinese interests financed the purchase 
of the MEACHAM, the purchase of the National Tankers Corporation by United 
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Tanker Corporation, the transfer of the vessel MEACHAM to Meacham Cor- 
poration, the loans, promisory notes and security devices, as hereinbefore stated, 
all or any of these, constituted agreements to sell, mortgage, lease, charter, de- 
liver and in some manner transfer or agree to sell, mortgage, lease, charter and 
in some manner transfer to a person not a citizen of the United States a vessel 
and an interest therein, which was documented under the laws of the United 
States and which had been sold by the United States Maritime Commission to a 
person purporting to be a citizen of the United States within the meaning of 
Section 2 of the Shipping Act of 1916. 


XXI 


By reason of the premises and of the transfer alien, said vessel MEACHAM, 
her tackle, apparel, furniture, and equipment became and is forfeited to the 
United States of America for violation of Section 2 and Section 9 of the Shipping 
Act of 1916, as amended, 46 U. S. C. 802, 808, in that, having been duly sold by 
the United States Maritime Commission to a person who purported to be a 
citizen of the United States, she was thereafter sold and/or otherwise transferred 
to a person not a citizen of the United States without-the prior approval of the 
United States Maritime Commission contrary to the form of statutes of the 
United States in such cases made and provided, namely, Section 2 and 9 of the 
Shipping Act of 1916, as amended, 46 U.S. C, 802 and 808. 


XXII 


All and singular the premises are true and within the admiralty and maritime 
jurisdiction of the United States and of this Honorable Court, 

WHEREFORE, libelant prays that due process issue against said vessel, her 
tackle, apparel, furniture, and equipment to enforce said forfeiture; and that 
all persons interested in and concerned in the said vessel, her tackle, apparel, 
furniture, and equipment be cited to appear and show cause why such forfeiture 
should not be confirmed and adjudged; that all due proceedings being had 
therein, this Honorable Court may be pleased to condemn the said vessel, her 
tackle, apparel, furniture, and equipment as forfeited to the United States for 
further disposition as provided by law; and for such other and further judgment 
as to the Court may seem just. 

A. CARTER WHITEHEAD, 
United States Attorney. 


Personally appeared before me the undersigned, who being first duly sworn, 
says that he is United States Attorney for the Eastern District of Virginia; 
that the foregoing is true of his own knowledge, except as to those matters he 
believes them to be true, and that all matters in said Libel of Information con- 
tained are stated and made by this deponent on information and belief, said 
information being obtained from the United States Maritime Administration, 
and Treasury Department. 


In THE Unitep SraAtes Disrricr CourT ror THE EASTERN DISTRICT OF VIRGINIA, 
NORFOLK DIVISION 


In Admiralty—No. 7477 
United States of America vs. Tanker “Meacham” and her tackle, ete. 


To the honorable ALBert V. Bryan, Judge of the Court, aforesaid: 


The answer of Meacham Corporation to the libel of information of the United 
States of America against the Tanker Meacham and her tackle, apparel, furniture, 
equipment, etec., in a cause of forfeiture, alleges on information and belief, as 
follows: 

First: It admits the allegations of the first article of the libel. 

Second: It admits the allegations of the second article of the libel. 

Third: It admits the factual allegations of the third article of the libel. 
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Fourth: It admits the allegations of the fourth article of the libel. 

Fifth: It admits that Chinese Petroleum Corporation and China Trading & 
Industrial Development Corporation were Chinese corporations, the former being 
an agency of the Nationalist Government of China ; and that the latter and United 
Tanker Corporation simultaneously filed separate applications with the United 
States Maritime Commission for the purpose of obtaining tankers to charter 
to the former, copies of such applications and the letter of transmittal there- 
with being hereto attached as Exhibits A, B and C; it denies that United 
Tanker Corporation was organized or controlled by China Trading or any other 
foreign interest, such corporation being a citizen of the United States within the 
meaning of the Shipping Act of 1916; it admits that upon being advised by 
the Commission that all available tankers had been sold or allocated for sale 
but that if additional vessels became available full consideration would be given 
to the application of United, United thereupon, as hereinafter alleged, sought 
to acquire tankers by charter or purchase, or to purchase stock of corporations to 
which tankers had been allocated by the Commission ; and denies all other allega- 
tions of the fifth article except as specifically admitted. 

Siath: It notes the matters alleged in the sixth article of the libel, but neither 
admits nor denies the same except that it does admit that American Overseas 
Tanker Corporation and National Tanker Corporation had substantially identical 
officers, directors and stockholders, and that the tanker Meacham was purchased 
by the latter corporation, as alleged. 

Seventh: It denies the allegations of the seventh article of the libel except it 
admits that, as hereinafter set forth, United (A Delaware Corporation) on Jan- 
uary 24, 1948 agreed with National (likewise a Delaware corporation) to finance 
the purchase of the three tankers, including the Meacham, and also obtained, as 
alleged, an irrevocable option to purchase all of National’s stock. The arrange- 
ment was made in good faith and, prior to the execution thereof, had been fully 
disclosed to and declared unobjectionable by the chairman and certain members 
of the United States Maritime Commission. 

Highth: It denies the allegations of the eighth article of the libel, except it 
admits that on May 14, 1948 National duly and legally registered the Meacham 
on an affidavit executed by its secretary, as alleged. 

Ninth: It denies the allegations of the ninth article of the libel except it 
admits that such profits, if any, as were realized by China Trading and Chinese 
Petroleum derived from charters of the Meacham which were specifically ap- 
proved by the Maritime Commission, as hereinafter set forth. 

Tenth; It denies the allegations of the tenth article of the libel except it 
admits that The China International Foundation, Inc. is a non-profit membership 
corporation organized under the laws of the State of Delaware on June 4, 1948 
for philanthropic purposes as shown in its charter and by-laws, a copy of which 
is hereto attached as Exhibit D; the president and all of the trustees and mem- 
bers of such Foundation were and are citizens of the United States: the total 
gifts received by the Foundation from China Trading have amounted to ten 
shares of class A stock of United (which had cost $2,000.00), $3,500.000 in cash, 
and the consideration for 74,960 shares of class B stock of United (amounting to 
$17,496.00) ; that said foundation subsequently received gifts and dividends 
from Meacham Corporation and United amounting to an aggregate of $280,000.00; 
and that Meacham Corporation was organized on October 17, 1949 under the 
laws of the State of Delaware, for the purpose of holding title to the tanker 
Veacham and turning over the income therefrom to said Foundation, which 
subscribed to and owns the entire stock of Meacham Corporation consisting of 
1,000 shares, par value $1.00, a copy of the charter and by-laws of said corpora- 
tion being hereto attached as Exhibit E; that on or about November 7. 1949 
Meacham Corporation purchased the tanker Meacham from National for $1,000,- 
000.00, the purchase price being paid by the assumption of the first preferred 
ship mortgage to Chemical Bank & Trust Company, a citizen corporation, then 
in the amount of $560,000.00, the issue to National of an unsecured note in the 
amount of $420,000.00 and the acknowledgement of additional indebtedness on 
open account in the amount of $20,000.00; that simultaneously Meacham Cor- 
poration purchased 11,750 shares of preferred stock, $100.00 par value, of United 
from China Trading and paid therefor by issuing to China Trading its unsecured 
note in the amount of $1,175,000.00; that National transferred its said $420,000.00 
note to United in discharge of indebtedness, United transferred the same to China 
Trading in discharge of indebtedness or in cancellation of preferred stock of 
United then held by China Trading, and China Trading then transferred all 
such notes to Chinese Petroleum in satisfaction of indebtedness, and the same 
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were then surrendered and consolidated into one note of Meacham Corporation 
for $1,595,000.00, a copy of which is hereto attached as Exhibit F. 

Eleventh: It has hereinbefore answered the allegations of the eleventh 
article of the libel. 

Twelfth: It denies the conclusions and allegations of the twelfth article of 
the libel. 

Thirteenth: It has hereinbefore answered the allegations of the thirteenth 
article of the libel. 

Fourteenth: It admits that on the 14th day of May 1948 the secretary of 
National executed the oath alleged, but denies that the allegations of facts 
contained in such oath were untrue within the knowledge of the party so swear- 
ing: on the contrary, said allegations were, in fact, true and the party so swear 
ing reasonably believed them to be true. 

Fifteenth: It denies the conclusions and allegations of the fifteenth article 
of the libel. 

Sirteenth: It has hereinbefore answered the allegations of the sixteenth 
article of the libel. 

Seventeenth: It admits that the tanker Meacham, having been registered as 
a vessel of the United States, was sold and wholly transferred from National 
to Meacham Corporation, which were both citizens of the United States within 
the meaning of the Shipping Act of 1916; but it denies all the other allegations 
and conclusions of the seventeenth article of the libel. 

Righteenth: It denies the allegations and conclusions of the eighteenth article 
of the libel. 

Nineteenth: It has hereinbefore answered the allegations of the nineteenth 
article of the libel. 

Twentieth: It denies all of the conclusions and allegations of the twentieth 
article of the libel, except it admits that the tanker Meacham was and is 
documented under the laws of the United States and had been sold by the 
United States Maritime Commission to a person purporting to be and who 
actually was a citizen of the United States within the meaning of Section 2 
of the Shipping Act of 1916; and was thereafter transferred to a corporation 
likewise a citizen. 

Twenty-first: It denies the conclusions and allegations of the twenty-first 
article of the libel. 

Twenty-second: It admits the admiralty and maritime jurisdiction of the 
United States and of this Honorable Court, but denies all the other matters 
alleged in the twenty-second article of the libel. 


FURTHER ANSWERING SAID LIBEL AND AS A SEPARATE AND ©OM- 
PLETE DEFENSE THERETO, CLAIMANT-RESPONDENT ALLEGES ON 
INFORMATION AND BELIEF, AS FOLLOWS 


Twenty-third: In 1947 the Nationalist Government of China, still in control 
of the China mainland, had obtained some 500,000 tons of oil from sources in 
the Persian Gulf. Oil was urgently needed by the armed forces of Generalissimo 
Chiang Kai-shek in combatting the Communist insurrection in China, but only 
one tanker of 5,000-barrel capacity was available to move 500,000 tons. The 
matter of sustaining the armed forces of the Generalissimo being of mutual 
concern to the Chinese Government and the Government of the United States, 
the former, acting through its wholly-owned subsidiary Chinese Petroleum 
Corporation, enlisted the cooperation of China Trading & Industrial Develop 
ment Corporation, a privately-owned Chinese corporation, in an effort to obtain 
American war-built tankers for the transportation of the aforesaid oil to 
China. 

To that end China Trading caused inquiries to be made of the United States 
Maritime Commission as to the prospect of obtaining tankers for its purposes. 
In consequence of these inquiries it determined to itself apply to the Commission 
for tankers and at the same time to interest an American corporation in apply 
ing to purchase tankers for charter to it. United Tanker Corporation was 
thereupon formed by three United States citizens prominent in shipping | affairs, 
who became its principal officers and directors and the owners of 75% of 
its capital stock (constituting all of the issued class B shares), the remaining 
25% (constituting all of the issued class A shares) being issued to China 
Trading for its investment of the capital of said corporation. Copy of the 
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charter, amendments thereto, and the by-laws of the corporation are hereto 
attached as exhibit G, 

The two aforesaid corporations, one foreign and one citizen, made separate 
written applications simultaneously to the Maritime Commission for the pur- 
chase in cash of war-built tankers. Upon being advised by the Commission that 
all available tankers had been sold or allocated for sale but that if additional 
vessels became available full consideration would be given to the application of 
United, United sought to obtain tankers from other corporations which had been 
successful in obtaining allocation thereof from the Maritime Commission. The 
Tanker Meacham had been allocated to American Overseas Tanker Corporation, 
a citizen corporation, which thereupon caused the incorporation of National 
Tanker Corporation in Delaware with substantially the same officers, directors 
and stockholders. National then agreed to bareboat. charter the Meacham to 
United for ten years and its stockholders gave United an irrevocable option to 
purchase all of the stock of National. Copies of the agreements between United 
and National and United and National’s stockholders, each dated January 24, 
1948, are hereto attached as Exhibits H and I. Such agreements would not 
have been made, however, if there had been any opposition thereto on the 
part of the Maritime Commission, and as appears from the terms of said agree- 
ment the same had been discussed with three members of the Maritime Com- 
mission who advised that there were no objections to the carrying out of such 
arrangement. Before the transaction was consummated the said parties took 
the further precaution of obtaining a written opinion from the assistant general 
counsel of the Maritime Commission upon the qualifications of United as a 
citizen under the Shipping Act of 1916; a copy of his opinion, dated February 
3, 1948, is hereto attached as Exhibit J. 

As the arrangement with United above referred to contemplated time-charter- 
ing the tanker MEACHAM to China Trading and sub-chartering by China Trad- 
ing to Chinese Petroleum in order to carry out the objective of transporting oil 
from the Persian Gulf to China, United filed an application with the Maritime 
Commission for approval of such chartering and subchartering, filing with its 
application copies of the three proposed charters. On April 28, 1948 Maritime 
Commission entered an order of approval, copy of which is hereto attached as 
Exhibit K. Such charters were later extended with the express approval of the 
Commission. 

With and upon the disclosures and assurances, the tanker MEACHAM was 
purchased from the Maritime Commission, duly registered and hence proceeded 
in the approved service. In the sale transaction the balance of the purchase 
price was advanced by Chemical Bank & Trust Company, a citizen corporation, 
secured by a first preferred ship mortgage on the vessel. The stock option was 
ultimately exercised, National thus becoming a wholly-owned subsidiary of 
United. 

Twenty-fourth: On June 4, 1948 China Trading having offered to endow the 
same, The China International Foundation, Inc. was incorporated, as herein- 
before set forth. All of the class A and class B stock (being all of the voting 
stock) of United was thereupon transferred to the Foundation, and United issued 
a new class of redeemable non-voting preferred stock to China Trading in can 
eellation of existing indebtedness. On October 17, 1949 the Foundation organ- 
ized and became the owner of all the stock of Meacham Corporation, whose 
president, directors and stockholders were and are citizens. Its purchase of the 
tanker MEACHAM was accomplished without the investment of new capital, 
foreign or otherwise, as hereinbefore set forth. The said corporation was created 
in good faith without intent of violating any law and in the belief that its ac- 
quisition and operation of the vessel, which was then in foreign waters and re- 
mained so until November 1, 1951, were in all respects proper and lawful. 

Twenty-fifth: At no time has Meacham Corporation or its predecessor in title 
been owned, operated or controlled by Chinese or any other foreign interests. 
The only rights accorded the admittedly foreign corporations were those of cred- 
itors or minority stockholders; the only consideration shown such corporations 
or obligations issued to them were such as are common practice in the ordinary 
course of business and would have been given to any other minority stockholder 
or creditor in like position. The operation of the vessel since its purchase from 
the Maritime Commission has at all times been under the management of Sieling 
& Jarvis Corporation, a citizen corporation which has been approved by the 
Maritime Commission for the operation of United States flag tankers; and the 
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vessel has at all times been operated lawfully and consistently with the inter- 
ests of the United States. 

Twenty-sizth: While any transfer of any interest in the tanker MEACHAM 
to a person not a citizen is denied, if there has been a violation of law it is 
limited to forfeiture of the amount of such interest. 

Twenty-seventh: The purchase from the Maritime Commission and subsequent 
arrangements pertaining to and operations of the tanker MEACHAM would not 
have been made or done if there had been any legal question or objection raised 
by the Commission. A forfeiture of the vessel at this time would accordingly 
work a failure of consideration for the purchase and entitle Meacham Corpora- 
tion to a set-off in the amount of the purchase price together with damages for 
breach of warranty of title. 

WHEREFORE claimant-respondent prays that the libel herein be dismissed, 

BatrD, WHITE & LANNING, 
Proctors for Meacham Corporation, 
STATE OF VIRGINIA, 
Corporation of the City of Norfolk, to wit: 

Edward R. Baird being duly sworn, says: 

I am a member of the firm of Baird, White & Lanning, proctors for claimant- 
respondent herein. 

The foregoing answer is true to my own knowledge, except as to the matters 
therein stated to be alleged on information and belief, and as to those matters I 
believe it to be true. 

The sources of my information and the grounds for my belief as to the matters 
not within my own knowledge are statements made by and information received 
from representatives and employees of claimant-respondent. 

The reason this verification is not made by the claimant-respondent is that it 
is a corporation, and none of its officers is within this District. 


(Signed) Epwarp R. Barrp. 
Subscribed and sworn to before me this 23rd day of November 1951. 
(Signed) Hrepa B. Warp, 
Notary Public. 
My commission expires 2—-14—55. 


Exuiusir No. 40 


SIELING & JARVIS CORPORATION, 
74 Trinity Place, New York 6, New York, August 18, 1949. 


DEPARTMENT OF STATE, 
Shipping Department, 
Washington, D. C. 

(Attn: Mr. Falk.) 

GENTLEMEN: On or about June 15, 1949, our Mr. David B. Jarvis had a tele 
phone conversation with Mr. Falk in which we were assured that there would 
be no objection to our chartering a U. S. flag tanker to load a cargo of petroleum 
products in Constanza for discharge in North China, under charter to U. S. 8. R. 

U. S. Maritime Commission, Bureau of Law, are questioning the authority of 
Mr. Falk to give us such assurance, also our sagacity in not obtaining the assur- 
ance in writing. 

We contend that, as a shipping firm, we could not be expected to consult with 
any department other than the Shipping Department. Mr. Jarvis sought to dis 
cuss the matter with Mr. Sangstad or Mr. John Mann, but was referred to Mr. 
Falk. 

So far as requesting written assurance is concerned, our telephone conversa 
tion made it obvious that there was no real reason for obtaining the assurance, 
and it did not enter our mind to ask for anything in writing. Furthermore, our 
relations with personnel in the State Department have always given us con 
fidence that any verbal assurance was as good as a written one, 

Since obtaining the above assurance, we have made other charters with various 
bureaus of U. S. S. R. and, naturally, will continue to do business with them 
until, as intelligent citizens of the United States of America, we are on notice 
that to do so will harm our nation in any way, or, until we are notified by you 
or other competent authority to desist. ¥ 

We are from time to time being questioned by other government bureaus, as 
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well as Naval Intelligence, in regard to the vessels involved in this trade. We 
are, of course, making available all information in our possession. 

The first of these vessels, the “KETTLEMAN HILLS,” is due to arrive at 
Dalny on August 21 to discharge her cargo of gasoline. We are presently in 
constant communication with the vessel by radio and will be until the vessel 
arrives in port when, as usual, the ship’s station will be shut down. 

Very truly yours, 
SrELING & JARVIS CORP., 
By Davin B. Jarvis. 


Exner No. 41 


OFFICE MEMORANDUM—UNITED STATES GOVERN MENT 


Date: 29 July 1949 
To: Mr. Ty Wood, Assistant Administrator for Operations. 
From: Director, Transportation Division. 
Subject: Chinese Charters. 

Reference your memorandum of the 25th on the above subject. When we first 
learned that U. S. vessels had beep chartered to Chinese Communists some weeks 
ago, we contacted the State Department and other Govertiment Agencies to deter- 
mine what arresting action was possible. 

Several people in State Department have been advised of the situation and 
Mr. Jesse Saugstad told us that in a Far East Conference which took place in 
the State Department the other day, he would bring up the question in an en- 
deavor to formulate a definite policy on the subject and would advise us im- 
mediately he was in position to do so. 

Inasmuch as the U. S. Maritime Commission is believed to hold mortgages on 
these vessels (those sold under the U. S. flag) we contacted the Commission, gave 
them the information, for which they were most grateful, and told us they would 
take the matter under advisement and let us know what could be done from their 
angle. 

As soon as we are able to correlate these activities, I will let you know whut 
ean be done, 


_/s/ ArTHUR G. SYRAN. 


~xHipiT No, 42 
OFFICE MEMORANDUM—UNITED STATES GOVERN MENT 


Date: May 3, 1950 
To: Memorandum for the Record. 
From: Arthur G. Syran. 
Subject: United Tankers—Trading Between Romania and Chinese Communist 
Ports. 

For some time we have had the unusual experience of paying freights on a 
U. §.-flag tanker for the carriage of ECA as well as non-ECA cargoes in the 
Persian Gulf continental trade and then finding out that on another leg of a 
voyage the same vessel would take a cargo from Romania to a Communist-con- 
trolled port in China. The movement would be by a charter to the Communist 
Government agency known as the Soviet-Romanian Transport Company. The 
transaction appears on its face to be entirely legal and well within the rights 
of the particular American-flag tanker company. There are however a few 
mystifying facts that strain coincidence. There is good reason to believe that 
United Tanker Corporation is directly or indirectly controlled by a Chinese 
group sympathetic with Soviet motives. It did not seem just to us that we should 
be paying an American-flag tanker dollars for the carriage of ECA cargoes while 
at the same time the same vessel or a sister vessel would be trading for the dis- 
tinet advantage of Communist China. There did not seem to be very much that 
we could do except to encourage the participating countries who might be using 
tankers of the United Tanker Corporation to prefer tankers belonging to either 
other American concerns or tankers belonging to other ERP nations. 

Another strange situation developed in that the vessels by reason of their 
being in a cross trade usually employ only one American on the crew. He is gen- 
erally the master, the remainder of the crew is entirely foreign. Although 
strictly speaking this is not a very drastic violation of any rule established by the 
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United States Coast Guard Bureau of Marine Inspection and Navigation, but it 
is subject to a fine when, as, and if the vessels return to a United States port. 

Our feelings in connection with the utilization of these tankers came to our 
attention and it appears it also came to the attention of the United Tankers Cor- 
poration which sent a Mr. Wasson of the law firm of Lovejoy, Morris and Was- 
son of 52 Wall Street, New York, to interview Mr. Oppe in order to get into the 
good graces of ECA, 

After many conversations between Mr. Wasson and Mr. Oppe I saw Mr. Wasson 
here on Tuesday, May 2, shortly before noon at which the entire subject was 
discussed at considerable length. 

Il advised Mr. Wasson that we were not telling him what to do or how to do it. 
He was at liberty as the owner of an American flag tanker to go where he 
pleased, as he pleased, when he pleased, and that we were offering no restrictions 
nor issuing any directions. His primary purpose was {to ascertain from us specific 
instructions as to what we would want him to do. This we declined to do. The 
only comment that we made was that as individual citizens we thought that his 
trading with Communist Russia did not entitle him and his company to the same 
type of cooperation that we were giving to other American and other ERP nation 
flag tankers. Our only limitation was our feeling that they were not entitled to 
“cooperation.” 

It has been the feeling of this division for some time that the proper agencies 
to supervise this problem was: (1) the State Department which has the responsi 
bility in overseeing the activities of American flag vessels trading in areas which 
are subject to policy directives of that department. And (2) the United States 
Coast Guard by its Bureau of Marine Inspection and Navigation was directly 
concerned because of a technical violation regarding the crewing of the vessel. 
A third agency perhaps not too directly concerned but indirectly concerned was 
the United States Maritime Commission. We had wondered for a considerable 
period as to Why any one or the other of the three above-mentioned agencies did 
not take aggressive steps to rectify an apparent aid to Communist China. It 
seemed to us a shame that we should be fighting a cold war on one front and at 
that same time supporting an American line who was in fact aiding another arm 
of the same philosophy. 

I understand that Mr. Falk of the State Department phoned Mr. Oppe today, 
Wednesday, May 3, and discussed the problem in greater detail. For further 
reference of the subject see memorandum classified directed to me and signed by 
Mr. Oppe apropos of his conversations of May 3 with both Mr. Falk and Mr. 
Saugstad. 


Exuisir No. 43 


OFFICE MEMORAN DUM—UNITED STATES GOVERNMENT 


Date: July 138, 1950. 
To: Mr. Harry J. Miller. 
From: Arthur G. Syran. 
Subject: Tanker Meacham. 

For some months we have had many conferences regarding the tanker Kettle 
man Hills. That vessel was owned by United Tanker Corporation which was in 
turn owned by an organization known as the China International Foundation, 
Inc. We had very meager information regarding the membership of the Board 
of Directors of the China International Foundation, and there was some doubt in 
our minds as to the citizenship of the individuals back of the United Tanker 
Corporation. 

Our curiosity was further aroused when we found that the Kettleman Hills 
became active in lifting cargoes of oil from Constantsa, Romania, to a Chinese 
Communist port in China. 

We had numerous conversations regarding the organizational set-up of the 
China International Foundation and the fact that coincidence was being strained 
in that the Kettleman Hills was actually doing business with Russia. We had 
several conversations with Oppe, and with Jesse Saugstad of the State Depart 
ment in our efforts to have the United Tanker Corporation desist doing business 
with Chinese Communists. We, of course, felt that we had no right in any way 
to interfere with the activities of any American corporation but we also felt that 
we should not be aiding such corporation with ECA dollars in placing a ship in 
position so that she could take a profitable cargo from Romania to China. In 
other words we were endeavoring to have that corporation excluded from being 
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the recipient of ECA funds on the one hand, which funds are used in general for 
the stopping of the on-rush of communism in the economic field while on the 
other hand it was also feeding oil to Communist China and reaping the benefits 
from the Russians. 

I wrote a rather lengthy memorandum some months ago after I had a conver- 
sation in this office with Oppe and the attorney who represented the United 
Tanker Corporation. I ask you to be kind enough to look at that memorandum 
for further reference. 

Today Mr. Newbold Morris an attorney of New York and former Chairman of 
the Board of Alderman of the Citv of New York, came in stating that he repre- 
sented the China International Foundation, Inc., and that in addition he was 
the Chairman of that Foundation. He certified to me that the Foundation was a 
charitable organization and that all of the profits of the United Tanker Cor- 
poration were dispatched to the China International Foundation which in turn 
used such profits for scholarships to aid Nationalist Chinese students in American 
universities. 

All of the above was in the nature of an explanation as to the historical back- 
ground of the organization in order to get the United Tanker Corporation out 
of its current poor relationship with ECA/Transportation Division. 

His prime purpose was to ask for approval of the following transaction. 

The United Tanker Corporation, an American corporation, is not interested 
in this current transaction. However, the Meacham Corporation, a Delaware 
corporation, Whose entire stock is owned by persons as indicated in the attached 
chart, and the profits of which corporation go to the China International Founda- 
tion, is the owner of the Tanker Meacham which it is desired to charter on a 
voyage basis to the Chinese Petroleum Corporation for a series of voyages from 
the Middle East to Formosa. 

I advised Mr. Morris that I could see no legal objection to the Meacham engag- 
ing in that trade so long as Formosa was under the protection of the United 
States as indicated by the President’s recent declaration and direction that the 
United States Navy protect Formosa from any invasion from Communist Russia 
and/or China. I have tentatively approved this charter and I would like, how- 
ever, you to examine the facts and ascertain if there is any other legal objection 
to the chartering of that vessel for that voyage. I, of course, indicated that the 
vessel would have to meet all other requirements as specified in ECA Regulations 
as to price, terms, conditions, etc, 

I suggest that you contact Oppe and get from him such additional supplemental 
information as you can secure and let me have your views at the earliest possible 
moment. 


‘ 


s Arthur G. Syran 
P. S.—For your information the pencil notations on the photostatic Corporate 
chart are in the handwriting of Mr. Newbold Morris who suid that he is the 
Chairman of the Foundation. 


Exurrir No. 44 


17 JANwARY 1950. 


Dear Mr. Secretary: There is enclosed a copy of a letter which I sent to 
Major General Philip B. Fleming, Chairman, Maritime Commission, on 4 October 
relative to trading by U. S. flag tankers to and from Communist controlled ports. 
A copy of General Fleming’s reply dated 1 November is also enclosed, 

The purpose of my letter to General Fleming, as you will note, was to recom- 
mend that the Maritime Commission take steps to control the chartering of 
U. 8S. flag tankers for the purpose of transporting highly strategic goods to and 
from Communist controlled ports. In his reply, General Fleming stated that 
he looked to the Department of State for guidance in these matters and thus 
far the Department has not indicated that trading by U. S. flag vessels to and 
jrom Communist controlled ports is contrary to the best interests of the United 
States. General Fleming stated also that he thought that one of the vessels, the 
S. 8S. Kettleman Hills, would probably seek other fields of employment in the 
near future if that had not already been done. The Kettleman Hills was at 
Antwerp on 15 December 1949 and from there it was to proceed to Constanzia, 
Rumania to pick up oil, presumably for transmittal to Communist China. It 
was chartered for this trip by the Soviet Export Company of Moscow, and the 
operating agent is Sieling and Jarvis, an American firm with headquarters in 
New York, New York. 
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This matter has received careful consideration by interested officers within 
the Department of Defense. It is the conclusion of this Department that the 
chartering of U. S. vessels to aliens to transport high war potential goods to 
und from Communist controlled ports represents a threat to the national security 
of the U. S. Under present controls on exports, the sale of tankers either to the 
Soviet Union or to Communist China would probably not be allowed. It would 
therefore seem logical for the Department of State to inform the Maritime Com- 
mission that the charter of U. S. flag tankers to either of these countries is 
inappropriate. 

General Fleming mentions that should control be exercised over U. S. flag 
vessels, it would not eliminate the chartering of foreign flag vessels in this 
trade. This may be true but it does not appear to be a valid reason for lack 
of action. The U.S. denies license for the export of strategic items even when 
other sources are available. Moreover, according to the records of this depart- 
ment, Norwegian, Italian, and Danish flag vessels are engaged in this trade in 
addition to the U. S. vessels. Each of these nations is a Marshall Plan recipient 
and each is a signatory to the North Atlantic Treaty. It is thought that action 
by the U. S. would provide a basis for negotiations with those governments 
whose vessels are involved in this trade to seek comparable action. 

In view of the foregoing, it is strongly recommended that the Department 
of State recommend to the Chairman of the Maritime Commission that he take 
action to control the chartering of U.'8. flag vessels to transport highly strategic 
goods to and from Communist controlled ports. 

Sincerely yours, 
[s] Louis JoHNsoN. 


Exureirt No. 45 


24 Apri 1950. 
The Honorable the SecrerarRy or STATEe. 


Dear MR. SecreTary: Reference is made to my letter of 17 January 1950, 
relative to the operation of U. S. flag tankers between Communist-controlled 
ports, a copy of which is attached. 

As mentioned in my letter of 17 January, it is the conclusion of this Depart- 
ment that the chartering of U. S. flag vessels to aliens to transport high war 
potential goods to and from Communist-controlled ports represents a threat to 
the national security of the United States. In view of the security danger of 
permitting U. 8. flag vessels to engage in such trade, I should appreciate infor 
mation relative to the action that the Department of State contemplates with 
respect to his matter. 

Sincerely yours, 
[s] Louis JoHnson. 


Inclosure (itr. from SecDefense to Sec State dtd. 17 Jan. 50). 


Exuisir No. 46 


DEPARTMENT OF STATE, 
Washington, May 18, 1950. 
Major General Puivie B. FLEMING, 
Chairman, United States Maritime Commission. 

My Dear GENERAL FLEMING: The Secretary of Defense wrote to me on January 
17, transmitting a copy of his letter to you of October 4, 1949, and a copy of your 
reply of November 1. The correspondence deals with the chartering of United 
States vessels to carry petroleum products from Rumanian to Chinese ports, In 
your reply to Mr. Johnson, you indicated that the Maritime Commission, as a 
result of its authority under Section 9 of the Shipping Act of 1916, as amended, 
may approve or disapprove the charter of United States flag vessels to aliens. 
You indicated further that in times of a national emergency, or for strong rea- 
sons of public interest, such control has been exercised in the past. You stated 
further that the Maritime Commission looks to the Department of State for 
guidance in this field. 

After careful consideration the Department of State has come to the con- 
clusion that the charter of United States flag vessels for the use of certain 
governments or individuals should be subject to the scrutiny and review of the 
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appropriate United States Government agencies. Specifically, the Department 
is of the opinion that no such vessels should be chartered, without the specific 
approval of the United States Government, for the carriage of cargoes of any 
kind to or from any of the following countries or areas: Soviet Union, Poland, 
Czechoslovakia, Hungary, Rumania, Bulgaria, Albania, North Korea, the Soviet 
Zone of Germany, or Communist China. I should, therefore, very much appreci- 
ate it if you would make arrangements for such charters to be submitted to the 
Maritime Commission for approval before they are fixed. The State Depart- 
ment is prepared to offer advice with respect to each case which may arise, and 
to consult with the Department of Defense when this appears advisable. This 
is not meant to imply that the trading of United States flag vessels with certain 
ports is contrary to our national interests, nor is it meant as an attempt to 
exercise any commodity control through shipping channels. It is simply a 
matter of prudence in our national policy which, from the standpoint of the 
Department, seems necessary in the national interest. 

You will note that I have not touched upon the situation which arises from 
Maritime Commission subsidy contracts with steamship companies for the pay- 
ment of operating-differential subsidies. I am aware that these contracts, in 
their relevant itineraries, may include ports which may be under Soviet or 
Communist satellite control. As you have stated, these vessels undertake dry- 
cargo services, and it is quite apparent that their cargoes are subject to the 
export licensing regulations of the countries which they serve. The Department 
of State has no objection to the maintenance of these dry-cargo services under 
Maritime Commission contracts and sees no need to review them at the present 
time. 

It is not the purpose of this letter to indicate that the Department is of the 
opinion that trading of United States flag vessels with Soviet-controlled ports 
is in general undesirable. It is, however, our purpose to ask that arrangements 
be made for scrutiny and review of charters with the possibility in some cases 
of denial where the charter seems contrary to our national interests. There 
would be no objection to a public announcement of the requirement that these 
charters be submitted for approval, and officers of the Department will be avail- 
able to assist officers of your Commission in drawing up a suitable announcement. 

I hope that you will find it possible to concur with the recommendations I have 
made in this letter, and to institute the necessary controls at an early date. 

Sincerely yours, 
(signed) JAmrEs E. Wess, 
Under Secretary. 


Exuierr No. 47 
NOVEMBER 1, 1949. 
Hon. Louis JOHNSON, 
Secretary of Defense. 

My Dear Mr. Secretary: Since the receipt of your communication of October 
4, 1949, we have been examining the question of U. S. flag tankers’ trading 
to Russian ports with cargoes of gasoline and other petroleum products, as well 
as the authority of the Maritime Commission to control such operations. 

The Maritime Commission, through the authority vested in it by Section 9 of 
the Shipping Act, 1916, as amended, may approve or disapprove the charter of 
U. S. flag vessels to aliens, and, in times of national emergency or for strong 
reasons of public interest, has exercised such control. Such control by the Mari- 
time Commission may not be arbitrary or capricious but must be based on the 
strongest considerations of national policy. For guidance in the field of inter- 
national policy, the Maritime Commission looks to the Department of State and, 
up to this point, it has received no indication that the trading of United States 
flag vessels with Communist-controlled ports is contrary to our national interest. 

Actually, the Maritime Commission holds subsidy contracts with several steam- 
ship companies for the payment of operating-differential subsidies, which con- 
tracts include in the itineraries to be served, ports which are under Soviet or 
Communist control. As these are dry cargo services, it may be that the cargoes 
carried are subject to export controls. Furthermore, many vessels, including 
the tankers mentioned in your letter under acknowledgment, were sold to their 
present U. S. citizen owners under the authority of the Ship Sales Act, 1946, 
Section 4 (c) of which specifically provides ; 

“The contract of sale, and the mortgage given to secure the payment of the 
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unpaid balance of the purchase price, shall not restrict the lawful or proper 
use of operation of the vessel.” 

in the absence, therefore, of direct advice from the State Department, which 
advice would of course have to be made public, it is questionable whether the 
Maritime Commission could legally restrict the type of trading mentioned in 
your letter. However, even though the Maritime Commission should attempt 
to exercise control over United States flag vessels, it would not of course eliminate 
the movement of petroleum products to Soviet-controlled ports as foreign flag 
vessels would get the business. The result would simply be that United States 
flag vessels would be deprived of the employment, which would render greater 
their difficulties in meeting their financial obligations to the Government or bank- 
ing institutions, a situation which is already becoming critical by reason of the 
continued depression of the tanker market. 

With reference to the particular vessels mentioned in your letter, I feel that 
the SS KETTLEMAN HILLS will probably seek other field of employment in'the 
near future, if that has not already been done. The other vessel, SS ST. CHRIS- 
TOVHER, is now trading between the Persian Gulf and Italy. 

The Maritime Commission will be very glad to consult further with you on 
this subject should you feel it necessary, but our present position is that, in the 
absence of a pronouncement from the State Department that trading of U. §. 
flag vessels with Soviet-controlled ports is undesirable and contrary to our 
national interest, we cannot impose any restriction on the lawful trading of U.S. 
flag vessels. 

Sincerely yours, 
Puiurp B. FLEMING, Chairman. 


Exuipsir No. 48 
5 OcToBER 1950. 
The Honorable the SECRETARY OF STATE. 

DEAR Mr. SecReETARY: On 17 January 1950, my predecessor wrote to you rela- 
tive to reports that U. S. flag vessels were hauling highly strategic cargoes to 
and from Communist-controlled ports, and suggested that you recommend to 
the Chairman of the Maritime Commission that he take action to control such 
tradin:s in the interests of the national security of the United States. Further, 
the letter mentioned that action by the U. S. would provide a basis for negotiat 
ing with those governments whose vessels were involved in this trade. 

In a letter dated 18 May 1950, Mr. James E. Webb informed this Department 
that a letter had been sent to the Chairman of the Maritime Commission re 
questing that no U. 8S. flag vessels be chartered without specific approval of the 
U. S. Government for the carriage of cargoes of any kind to or from most Com 
munist-controlled ports. It is understood that the Maritime Commission en 
countered legal difficulties in issuing the necessary order to comply with this 
request, but it now expects to issue it shortly. 

Tankers and merchant vessels are under rigid export control. It seems incon 
sistent, therefore, that the U. 8S. and the Western nations permit the chartering 
to the Soviet Union of tankers and merchant vessels when the strategic value 
of these vessels is recognized in existing export control administration. 

In view of the foregoing, it is recommended that as soon as the Maritime Com 
mission issues its order, representations be made to other governments with a 
view to obtaining action parallel to that of the United States. 

Faithfully yours, 


; 


‘s/ G. C. MARSHALL. 


Exuipsir No. 49 


Post, Morris & LovEJoY, 
52 Wall Street, New York 5, N. Y., December 11, 1947. 
SECRETARY, UNITED STATES MARITIME COMMISSION, 
Washington 25, D. C. 

Dear Strs: We enclose the applications to purchase war-built vessels of China 
Trading & Industrial Development Corporation, a Chinese corporation, and 
United Tanker Corporation, a Delaware corporation. 

China Trading & Industrial Development Corporation is anxious to obtain 
two T2 tankers (or, in the alternative three Liberty type tankers) in order to 
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transport oil for the Chinese Government from the Arabian Gulf to Chinese ports. 
This corporation has been advised by the National Resources Commission of 
China that while China has contracts for approximately 50@000 tons of oil from 
sources in the Arabian Gulf, it has available only one 3,000 ton tanker to trans- 
port this oil to Chinese ports. We are enclosing for your information a copy of a 
letter to this effect received by China Trading & Industrial Development Cor- 
poration from the National Resources Commission of China. 

We recognize that under the Merchant Ship Sales Act of 1936 preference is to 
be given to applications by United States citizens. If, fer this reason, it is not 
practicable to approve the application of China Trading & Industrial Develop 
ment Corporation, we respectfully urge your consideration of the application of 
United Tanker Corporation. 

The directors of United Tanker Corporation are Arthur M. Tode, Consulting 
Engineer and Honorary President of the Propeller Club, Walter H. Sieling of 
the firm of Sieling & Jarvis, ship brokers and agents, and Harold ©. Lenfest, 
President of Continental Engineering Corporation. These three directors hold a 
majority of the stock of United Tanker Corporation, which, under the terms of 
its certificate of incorporation, must always be held by United States citizens. 
Accordingly, we believe that United Tanker Corporation qualifies as a United 
States citizen within the meaning of Section 2 of the United States Shipping Act, 
1916, as amended and Section 905 (c) of the United States Merchant Marine 
Act, 1936, as amended. Any tankers sold to United Tanker Corporation will be 
devoted to the transportation of oil from the Arabian Gulf to Chinese ports for 
the Chinese Government. 

Some of the necessary exhibits with respect to the application of China Trading 
& Industrial Development Corporation have not yet arrived from China. These 
will be supplied promptly by amendment as soon as they-are availabie. 

Very truly yours, 
NEWBOLD Morris. 

Enclosures. 


Exuipsir No. 50 
FEBRUARY 7, 1951. 


CHINA TRADING AND INDUSTRIAL DEVELOPMENT CORPORATION (CHINA) 


China Trading & Industrial Development Corporation (China) is a Chinese 
Corporation, incorporated under the laws of the Republic of China, in Chung 
King, China, in 1944. After the surrender of Japan in 1945, the Head Office of 
the Company was moved to Shanghai. In February 1949, when the Communists 
were marching near the Yangtze River, the officers of the Company, left Shang- 
hai, taking with them all the records and assets of the Corporation affecting its 
foreign investments and liabilities. They first went to Formosa and then to 
Hong Kong where, later on, a Hong Kong corporation was founded under the 
laws of the Crown Colony of Hong Kong to take over the control of all assets 
abroad, 

The Directors of China Trading & Industrial Development Corporation in 
Hong Kong are as follows: 

Name Residence 

C. T. Shen 20 Granville Road, 3rd Floor, Kowloon, Hong Kong. 

Cc. Y. Chen 9 Dante Street, Larchmont, New York. 

Franklin Chao___. 162 Boundary Street, 1st Floor, Kowloon, Hong Kong. 

KF. Chen_ 64 Cameron Road, 3rd Floor, Kowloon, Hong Kong. 

80 Kimberley Road, 3rd Floor, Kowloon, Hong Kong. 
173 Sai Yee Street, 2nd Floor, Kowloon, Hong Kong. 
44 Devonshire Street, London, England. 


The entire outstanding stock of the China Trading & Industrial development 
Corporation is now owned by these individuals and also by Mr. D. N. Tjian, who 
resides at Rua David Carneiro 111, Curitiba, Brazil, and Mr. K. H. Kuo, who 
resides at 1 Prince Street, Singapore. 

In view of the menace of the Communists towards the Crown Colony of Hong 
Kong, the officers of the China Trading & Industrial Development Corporation in 
Hong Kong are now taking steps to wind up the affairs of the Corporation in 
Hong Kong for eventual withdrawal from that area. 

There is also a China Trading & Industrial Development Corporation. Incorpo- 
rated under the laws of the State of Delaware in 1946, the entire outstanding 
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stock, common and preferred, is owned by China Trading & Industrial Develop- 
ment Corporation in Hong Kong. The following is a brief summary on the 
background of the grincipal officers of the Delaware Corporation: 

C. Y. Chen: Born in Shanghai, China. Was graduated from Chiao-Tung 
University in Shanghai, majering in Mechanical Engineering. He came to the 
United States in 1941 for graduate studies in Purdue University, Indiana, from 
which institution he received both M. S. and Ph. D. degrees in Mechanical 
Engineering. In 1948 he became associated with Babcock & Wilcox, Ltd., of 
England, in their U. S. affiliated company. In 1944 he was transferred to London 
by Babcock & Wilcox, Ltd. In 1946 he joined China Trading & Industrial 
Development Corporation in London and returned to the United States late in 
1946 to establish the Delaware company. 

He comes from a family with substantial holdings in mines, textile mills, 
warehouses, and other industrial enterprises in China. His family was close to 
the Nationalist Government, and one of his uncles, the late Dr. Tsai-Yuan Pei, 
was the first Minister of Education in the first Cabinet upon the establishment 
of the Chinese Republic in 1912. 

Pao-Tung Chin: Born in Shanghai, China. Was graduated from Chiao-Tung 
University in Shanghai, majoring in Electrical Engineering. He received his 
M. S. degree from Purdue University in Indiana in 1941. He was employed by 
the General Electric International Company and York Research Corporation 
prior to becoming associated with China Trading & Industrial Development Cor- 
poration in 1948. 

Mr. Chin comes from a family of prominent land owners. His father, Mr. 
Chin Fung, was formerly Vice-Minister of Finance when Mr. T, V. Soong and 
Dr. H. H. Kung were Finance Ministers. His sister is married to the brother of 
General Chen Cheng, now the Prime Minister of the Nationalist Government of 
Formosa. 


Exuipit No, 51 


THe CHINESE EMBASSY, 
Washington, D. C., April 18, 1951. 
For the Press 
For Immediate Release 

The Chinese Embassy Releases the Following Statement: 

In connection with recent press reports concerning surplus shipping deals 
alleged to involve the Chinese Government with two American tankers KETTLE- 
MAN HILLS and MEACHAM, the Chinese Embassy, desirous of placing the 
facts before the public, called for a report from the Government-owned Chinese 
Petroleum Corporation. The following report has been received from the Chi- 
nese Petroleum Corporation, which is self-explanatory. 

Aprit 6, 1951. 

“In reply to the Embassy’s inquiry about the relations, if any, of the Chinese 
Petroleum Corporation with the United Tanker Corporation, and other related 
facts, we hasten to submit to you the following information for your reference 

1. In 1948 the Chinese Petroleum Corporation, wholly owned by the Chinese 
Government, voyage-chartered the two American tankers KETTLEMAN HILLS 
and MEACHAM to haul crude oil from the Middle East to Formosa for the us: 
of its major refinery at Kaohsiung, Formosa. We understood the United Tanker 
Corporation was, at that time, the chartered owner of these two tankers 
The Chinese Petroleum Corporation chartered these tankers on a voyage basis 
from the China Trading and Industrial Development Corporation, who, in turn, 
held time-charter party contracts with the United Tanker Corporation on these 
two tankers. 

In the summer of 1949, as a result of the Communist occupation of the 
Chinese mainland, the Chinese Petroleum Corporation was compelled to dis 
continue the use of these tankers, of the KETTLEMAN HILLS on June 1, 194!) 
and the MEACHAM on August 3, 1949. According to the press reports, one 
of these tankers, the KETTLEMAN HILLS, later on: made voyages to Com- 
munist held ports in the summer of 1949. We wish to point out that the 
Chinese Petroleum Corporation had nothing whatever to do with these voyages 

2. We have also noticed in the press the allegation to the effect that the 
United Tanker Corporation was formed in 1948 by the National Government 
of China. This is incorrect. The United Tanker Corporation, we understand, 
is altogether a private corporation. The Chinese Petroleum Corporation has 
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never at any time held any stock interest in the United Tanker Corporation, 
nor has it at any time in any manner controlled the United Tanker Corpora- 
tion. Chinese Petroleum Corporation’s only relation to the United Tanker 
Corporation is that which arose out of the chartering of the two tankers 
mentioned above.” 


Exnuisir No. 52 


UNITED STATES SENATE, 
Washington, D. C., 7 March 1952. 
The Honorable Dan A. KIMBALL, 
Secretary of the Navy, 
The Pentagon, Washington 25, D.C. 


Dear Mr. Secretary: This letter is written you in connection with some sur- 
prising testimony which was presented to our Senate Investigating Committee 
this morning in conjunction with our current duties while investigating the so- 
called ship deals by which American tankers, sold by the Maritime Commis- 
sion, have come under the control of foreign citizens and by which some of them 
have been engaged in supplying war materials to our Communist enemies in 
China and Korea. ‘This letter is being sent you by special delivery in the hope 
that you can have a reply back for our Committee records by ‘Tuesday or Wednes- 
day of next week. 

This morning, Mr. David B. Jarvis (of the firm of Sieling & Jarvis Corporation, 
74 Trinity Place, New York 6, New York) testified in substance that U. S. Naval 
intelligence “rather approved” the use of these former government tankers by 
the United Tanker Corporation in the delivery of petroleum products to Com- 
munist China. The time referred to is May 1949 to April 1950. 

Mr. Jarvis further testified that Naval Intelligence interviewed all of the offi- 
cers and crewmen of these tankers as they returned from their Communist mis- 
sions and seemed to benetit greatly from the fact that these shipping operations 
gave Naval Intelligence an opportunity to talk with people who “had been behind 
the Iron Curtain.” Speciiically, the tankers under consideration which were 
engaging in this trade with Communist China during this interval, operating for 
the United Tanker Corporation, were the S. S. Kettieman Hills and the S. 8S. 
Christopher. 

Naturally, it came as a distinct shock to our Committee to hear Mr. Jarvis 
testify under oath that, in substance, U. S. Naval Intelligence approved this 
traflic in war supplies with Communist China in 1949, I think it is especially 
shocking by virtue of the fact that on October 4, 1949, Louis Johnson wrote a 
letter to Major General Philip B. Fleming, then Chairman of the Maritime Com- 
mission, in which he said, 

“The Department of Defense is concerned that two U. S. flag vessels, the S. 8. 
Kettleman Hills and the S. S. Christopher, have been chartered to transport 
gasoline and other petroleum products from Constanzia, Rumania, to Dairen, 
China. 

“Permitting U. 8S. flag vessels to transport high war potential goods to and 
from Communist-controlled ports presents a definite threat to the national 
security of the United States. Under existing export control regulations it is 
doubtful that shipments of petroleum products would be permitted to Com- 
munist China from this country. This Department would certainly oppose any 
such transactions. We have consistently opposed the export of highly strategic 
items to Communist China as well as to other areas of Soviet control or 
influence.” 

It would seem that if Mr. Jarvis is correct in the impression left before our 
Committee by his testimony this morning, that Naval Intelligence was rather 
encouraging what the Department of Defense was vigorously protesting against, 
that this is a case of “Pearl Harborism” at its worst! For that reason, I come 
to you with this letter to determine whether or not the testimony ot Mr. Jarvis 
leaves an erroneous impression with our Committee. 

Will you kindly write me as promptly as possible your answers to the following 
questions : 

(1) During 1949 and 1950, was the Department of the Navy and/or Naval 
Intelligence looking with favor upon trade engaged in by the U. S. flag vessels 
S. S. Kettleman Hills and 8. 8. Christopher by which, for unusually fat profits 
they were transporting petroleum products to Communist China? 
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(2) Can you provide our Committee with any statement from the written 
records in the Department of the Navy which will reveal the exact policy that 
the Navy had at that time on trade of this type if, in fact, it was in such jarring 
conflict with the policy of the Department of Defense as indicated by Mr. Jarvis 
in contrast with that set out in the October 4, 1949, letter signed by Louis Johnson? 

Inasmuch as the testimony of David B. Jarvis was given under oath, I have no 
reason to question it, but I am seriously disturbed by the apparent conflict grow- 
ing out of the evidence before our Committee as to the attitude of the Depart 
ment of the Navy as contrasted*with the Department of Defense with relationship 
to the shipment of war supplies to Communist China in 1949. I shall be happy to 
have for our Committee record, at your earliest convenience, your replies to 
the foregoing questions and any collateral information you can forward which 
will make certain that the Committee record and report faithfully reflects the 
position of the Department of the Navy and of Navy Intelligence as of the 
specified period in 1949. 

With best wishes, I am 

Cordially yours, 

Kart EB. Munopt, U. 8.8 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, 11 Mar. 1952. 
Honorable Kart E. MuNoprt, 
United States Senate, 
Washington, D. C. 

My Dear Senaror Munpr: Your letter dated 7 March 1952 reached me on the 
morning of 10 March 1951. The impression created by the testimony of Mr. 
David B. Jarvis, who recently appeared before the Senate Investigating Com 
mittee, was as shocking to me as it was to you, and T hasten to make answer in 
order that you will have a full and complete understanding of the Navy’s posi- 
tion in the matter. 

In your letter you have set forth correctly what has been and continues to be 
the policy of the Department of Defense and of the Navy concerning the trans- 
portation of high war potential goods to and from Communist-controlled ports 
I cannot overemphasize the fact that in all of its operations the Navy has and 
continues to so regulate its actions as to be in complete consonance with this 
policy. 

It is unfortunate that Mr. Jarvis’ “impression” has created a misunderstand- 
ing which is so far from the basic facts in this case. It is not known how this 
came about but probably Mr. Jarvis misconstrued the actions of Naval Intelli- 
gence. IT am sure you understand and appreciate fully that this instrumentality 
of the Navy must be alert and aggressive in pursuing all avenues of information 
in order to assemble valid data which affects our national security. In so doing 
it has been a long continuing custom and routine to interview any and all per 
sons who may be helpft! in*furnishing information. Naval Intelligence would 
be negligent in carrying out their responsibilities should they fail to take ad 
vantage of any opportunity to procure valuable data. It must be clear in the 
light of this objective that Naval Intelligence was making the best of a situa 
tion even though the Navy and the Department of Defense felt that the opera 
tions of the American tankers were definitely prejudicial to the security of the 
Nation. 

I do not know how or why Mr. David B. Jarvis reached the conclusions which 
he voiced while testifying but you can be assured that neither the Navy no! 
Naval Intelligence in any way approved the operations of the tankers con 
cerned. On the contrary, all were in complete agreement with the policy of the 
Department of Defense which is as stated in your letter. 

I trust this information will clarify this misunderstanding on the part of 
Mr. Jarvis and will help you to appreciate fully the situation as it actualls 
exists. 

Sincerely yours, 
Ian A. KIMBALL 
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Exurrr No. 53 


APPLICATION FOR RELIEF FroM FORFEITURES 


To the SeEcRETARY, FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D.C. 

Str: I have received your notice of July 27, 1951, to the effect that I have 
become liable to a forfeiture of $3,900 by reason of the operations of the United 
States Vessel SS St. Christopher contrary to the terms of Sections 318, 351, and 
353 of the Communications Act of 1934, as amended. 

I have read and understand Section 125 of the Criminal Code of the United 
States prescribing penalties for the making of false affidavits, which section 
is printed at the bottom of this form, and I hereby make application for relief 
from said forfeiture for the following reasons: 

1. As more fully set forth below the operation of the St. Christopher during 
the period November 19, 1949, to January 1, 1951, has been, to the best of my 
knowledge, information, and belief, in conformity with the customs of the trade 
and with the applicable statutes of the United States in accordance with the 
meaning commonly attributed to such statutes by shipping people in general. 
Until the question was raised by your Commission, I respectfully submit that 
I was not aware that the Federal Communications Act of 1934, as amended, was 
construed by your Commission to prohibit the signing on in a foreign port before 
a United States Consul of a foreign replacement of a radio operator. I have 
not been guilty of any willful failure to enforce or to comply with the provisions 
of the Federal Communications Act of 1934 or the Rules and Regulations of the 
Commission. 

2. I have had forty-three years experience in shipping and for more than 
twenty years have held a master’s license. I was master of the St. Christopher 
from July 8, 1949, to January 2, 1951. 

3. I was instructed by American Viking Corporation that during the period of 
the time charter of the St. Christopher to United Tanker Corporation the vessel 
was to be managed by Sieling & Jarvis Corporation, and I followed instructions 
given me by Sieling & Jarvis Corporation. I received a copy of a letter dated 
October 21, 1942, from American Viking Corporation to Fratelli Cosulich, its 
Italian agents, directing the agents to arrange for the lay-up of the St. Chris- 
topher on its redelivery in Genoa, expected to be about November 12, 1949, and 
stating that the charterer of the vessel would be instructed to repatriate the 
master and all crew members. Pursuant to subsequent instructions received 
from Sieling & Jarvis Corporation. I signed off the officers of the St. Chris- 
topher at Bari, Italy, on November 14th, I had previously requested the American 
Consul at Naples to come to Bari to attend the paying off of the crew, since there 
was no United States Consul at Bari. However, the Naples Consul did not come 
to Bari but advised me that I had authority, as master, to sign off the crew, since 
there was no United States Consul at Bari. Accordingly, the crew, including 
the radio telegraph officer, was signed off before me as master. 

1. In November 1949, I received instructions from American Viking Cor- 
poration to the effect that its plans had changed and that instead of laying up 
the vessel it proposed to operate the vessel under a new charter which it had 
obtained, Pursuant to instructions from American Viking Corporation, I signed 
on an Italian crew, including an Italian radio teleghaph operator before the 
United States Consul in Genoa. The arrangements with the Italian crew and 
with the United States Consul were made by Fratelli Cosulich. 

5. From time to time thereafter I signed on replacements at foreign ports for 
such officers or members of the crew as left the vessel for any reason. In Jan- 
uary 1950, in connection with the signing on of an Italian crew before the United 
States Consul at Genoa, I had a full discussion with the United States Consul 
who confirmed to me the legality of the signing on of the foreign crew. During 
the period November 18, 1949, to January 1, 1951, three foreign radio operators 
served, from time to time, on board the vessel. In each case the radio operator 
was signed on before a United States Consul. In each case the foreign radio 
operator was a person holding a certificate complying with the provisions of the 
General Radio Regulations annexed to the International Telecommunication 
Convention then in force. The radio telegraph operators acted under my au- 
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thority as master and, to the best of my knowledge, filed the required periodic 
reports to Radiomarine Corporation of America, the licensee of the station on 
the vessel, for whom the radio operator acted as agent. 

6. The St. Christopher has at all times been equipped with an efficient radio 
installation in operating condition, in charge of and operated by an operator 
holding a certificate as such complying with the provisions of the General Radio 
Regulations annexed to the International Telecommunication Convention, ade- 
quately installed and protected so as to insure proper operation, and so as noi 
to endanger the ship and radio installation. There has at all times been on 
board a valid station license issued in accordance with the Federal Communi- 
eations Act of 1934. <A safety radio telegraphy certificate was issued by the 
United States Coast Guard on February 12, 1949, expiring February 11, 1950. 
At the request of the United States Consul the Italian authorities inspected the 
vessel's radio station while the vessel was in Genoa, Italy and a new certificate 
was issued on December 31, 1949, expiring December 30, 1950. 

7. The St. Christopher has at all times in question been fitted with an auto 
alarm in proper operating condition. 

8. During my experience as a master I have, from time to time, prior to the 
period here in question, had occasion to sign on a foreign officer or member of the 
crew in a foreign port for a United States vessel. It has always been my under- 
standing that in general all officers of a United States vessel were required to be 
United States citizens, including radio operators, and that all officers, includ 
ing radio operators, were required to hold licenses from the United States Coast 
Guard and, in the case of the radio operator, from the Federal Communications 
Commission. It has always been my understanding, however, that when for 
any reason a vessel is deprived of the services of a United States officer (in- 
cluding radio operator) on a foreign voyage, a United States Consul has au 
thority to sign on a foreign officer or member of the crew in a foreign port. It 
has been my experience that United States Consuls require preference to be 
given to any available citizen officer or crew but that, in the absence of any 
such persons available, permit the signing on of a foreign replacement in order 
to prevent delay to a United States vessel. I have not been aware that the pro 
cedure to be followed with respect to a radio operator differed in any respect 
from the procedure to be followed in the case of any other officer. 

9. I have read the affidavit executed by J. J. Kennedy, Treasurer of Sieling & 
Jarvis Corporation, with respect to the operation of the St. Christopher during 
this period and, so far as the facts are within my knowledge, the facts set forth 
therein are correct. 

10. If the signing on of a foreign radio operator before a United States Consul 
in a foreign port is construed as a violation of the Communications Act of 1934 
not authorized by other specific statutes affecting shipping, I submit that it was 
an error made in good faith without intent to violate any legal requirement, and 
that accordingly there has been no wilful! failure on my part to enforce or to 
comply with the provisions of the Communications Act of 1934 or the Rules and 
Regulations of the Commission and that accordingly relief should be grante: 4 
from any forfeitures or penalties to which I may be subject. 4 

I swear that the foregoing is a true and complete statement of the facts in 
this ease. This application is filed without prejudice to my position that I have 
not violated any provisions of the Communications Act of 1934 and have not 
become subject to any forfeiture, ; 

ARTHUR Ruvp. 4 
Sworn and subscribed before me this 27th day of August, 1951. 
[SEAL] ABRAHAM KAMINSKY, i 
Notary Public, State of New York. 

Term expires March 30, 1952. 







Section 125 of the Criminal Code of the United States (USC Title 18, Sec 
231) : 
“Whoever, having taken an oath before a competent tribunal, officer or person, 






in any case in which a law of the United States authorizes an oath to be admin 
istered, that he will testify, declare, depose, or certify truly, or that any written 
testimony, declaration, deposition, or certificate by him subscribed, is true, sha!! i 
wilfully and contrary to such oath state or subscribe any material matter which 
he does not believe to be true, is guilty of perjury and shall be fined not mor Be 
than $2,000 and imprisoned not more than five years.” " 
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Exnisir No. 54 


FesrRuaky 3, 1948. 


Messrs. Post, Morris & LOVEJOY, 
52 Wall Street, New York 5, N. Y. 

Dear Sires: In reply to your telegram of February 2, 1948, advising that a 
question has been raised as to the citizenship of your client, United Tanker 
Corporation, and requesting our opinion in the matter, I wish to advise that 
in my opinion the United Tanker Corporation is a citizen of the United States 
within the meaning of Section 2 of the Shipping Act of 1916, as amended. 

I have examined the application to purchase as filed by the United Tanker 
Corporation, the Certificate of Incorporation and the By -Laws thereof, and find 
from the evidence submitted therein that the United Tanker Corporation is a 
citizen of the United States within the meaning of Section 2 of the Shipping Act 

The application to purchase of the United Tanker Corporation, advises: 

“The President and the Directors of applicant are United States citizens who 
have had long experience in the shipping business in allied fields. * * * The 
majority of the stock of applicant is, and will at all times be, held by United 
States citizens, 

“All of the Class A stock is held by China Trading and Industrial Development 
Corporation which provides substantially all of the capital of the corporation. 

“The President and Managing Directors are citizens of the United States. 

“Applicant has filed a deposition signed by its President that it is a citizen 
within the meaning of Section 2 of the Shipping Act of 1916, as amended, and 
that statements made in the application to purchase were made for the purpose 
of inducing United States Maritime Commission to sell to it warbuilt vessels.” 

An examination of the Certificate of Incorporation of the United Tanker Cor- 
poration as submitted by the firm of Post, Morris & Lovejoy, 52 Wall Street, 
New York, N. Y., discloses that the Corporation was incorporated under the laws 
of the State of Delaware on the 10th day of December, 1947. Article 4 of said 
Certificate of Incorporation provides : 

“The total number of shares of all classes of stock which the Corporation shall 
be authorized to issue is 2,000 shares, of which 1,000 shares will be Class A 
Stock, par value $100 per share, and 1,000 shares shall be Class B stock, without 
par value.” 

Paragraph (e) of Article 4 provides: 

“No shares of Class A stock may be issued or sold by the Corporation unless, 
after giving effect to such issuance and sale, there shall be outstanding a greater 
number of shares of Class B stock than the number of outstanding shares of 
Class A stock.” 

Paragraph (f) provides: 

“All shares of Class B stock of the Corporation are to be held by each stock- 
holder upon condition that he will not sell, transfer or otherwise dispose of any 
of such shares except to a citizen of the United States within the meaning of 
Section 2 of the United States Shipping Act of 1916, as amended.” 

In other words, the Certificate of Incorporation provides that the majority of 
the outstanding stock shall at all times be held by citizens of the United States 
and that there shall be no sale of the Class B stock to anyone who is not a citizen 
of the Untted States. 

The Corporation, itself, is prohibited from selling Class B stock to aliens and 
from placing itself in a position wherein an alien may acquire the majority of 
the outstanding stock. 

An examination of the By-Laws of the Corporation reveals that in Article II 
thereof, there is recited the statement “no person shall be eligible for election 
as a director who is not a citizen of the United States”, and to the effect that the 
President must be a director. 

Thus, in my opinion, the necessary requirements of a citizen of the United 
States within the meaning of Section 2 of the Shipping Act of 1916, as amended, 
are complied with by the United Tanker Corporation, and the corporation must 
be considered as one within the meaning of the Act. 

Very truly yours, 
“Signed” Francis B. GorrR?PNER, 
Assistant General Counsel. 
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Exurtsir No. 56 
DECEMBER 19, 1949. 
To: Chairman, U. S. Maritime Commission. 
From: Commissioner McKeough. 
Subject : Report of November 22, 1949 from the General Manager on “Ownership 
of Stock by Purchasers under Ship Sales Act.” 


In connection with the above report dealing with cases of heavy foreign hold- 
ings in vessels sold by the Maritime Commission for operation under the American 
flag, and with the practice of a number of companies of chartering their vessels 
for long periods of time to foreign affiliates or subsidiaries, presumably for the 
purpose, among others, of gaining tax advantages, I am calling your attention 
to the citizenship requirements of the Merchant Ship Sales Act of 1946 as they 
affect sales to citizens of the United States under Section 4 of that Act. All the 
vessels listed in the attachment to the General Manager's report, which the 
Commission noted on November 29, 1949, were sold under Section 4 and all pur- 
chasers have submitted affidavits as to their U. S. citizenship and were found to 
qualify as U. 8S. citizens by the Commission’s General Counsel. 

Section 3 (Definitions) of the Ship Sales Act defines “Citizen of the United 
States” as including “a corporation, partnership, or association only it it is a citi- 
zen of the United States within the meaning of section 2 of the Shipping Act of 
1916, as amended.” 

Section 2 of the Shipping Act of 1916, as amended, in the pertinent parts, reads 
as follows: 

“(a) That within the meaning of this Act no corporation, partnership, or asso- 
ciation shall be deemed a citizen of the United States unless the controlling inter- 
est therein is owned by citizens of the United States, and, in the case of a corpo- 
ration, unless its president and managing directors are citizens of the United 
States and the corporation itself is organized under the laws of the United States 
or of a State, Territory, District, or possession thereof, but in the case of a 
corporation, association, or partnership operating any vessel in the coastwise 
trade the amount of interest required to be owned by citizens of the United States 
shall be 75 per centum. 

“(b) The controlling interest in a corporation shall not be deemed to be 
owned by citizens of the United States (a) if the title to a majority of the 
stock thereof is not vested in such citizens free from any trust or fiduciary 
obligation in favor of any person not a citizen of the United States; or (b) 
if the majority of the voting power in such corporation is not vested in citizens 
of the United States; or (c) if through any contract or understanding it is so 
arranged that the majority of the voting power may be exercised, directly or 
indirectly, in behalf of any person who is not a citizen of the United States; or 
(d) if by any other means whatsoever control of the corporation is conferred 
upon or permitted to be exercised by any person who is not a citizen of the 
United States.” 

From the information contained in the above report, and additional informa- 
tion in the Possession of the Commission, the following companies, although 
presently recognized as U. S. citizens, do not appear actually to qualify under the 
provisions of law quoted by me above. 

1. National Tanker Corporation, listed under American Overseas Tanker 
Corporation—Two T2 tankers approved for sale to American Oversease are 
actually owned by National Tanker Corporation which is shown to be a wholly- 
owned subsidiary of United Tanker Corporation, a Delaware corporation. It is 
stated that all of United Tanker's preferred stock, 25,000 shares, is held by 
China Trading and Industrial Development Corporation, a Chinese corporation 
(domiciled, I understand, at New York and Shanghai, the latter now Communist 
held territory), and that of United Tanker’s total common stock of 85,000 shares, 
84,960 are held by China Industrial Foundation, a Delaware corporation, said 
to be organized for charitable purposes. 

Whereas the report furnishes information, with respect to other listed com- 
panies having two classes of stocks, showing how much was paid for each class of 
stock so that the actual foreign interest, dollarwise, is shown or can be computed, 
this information was not supplied with respect to United Tankers Corpora- 
tion. However, upon inquiry, I am advised by the Chief, Division of Vessel 
Disposal, that as of December 31, 1948 the 25,000 shares preferred stock held by 
a foreign corporation had a par value of $100 each or a total of $2,500,000 and 
that there were two classes of common stock, with a total of 10 shares of Class A 
outstanding at $100 each, or $1,000 plus 75,000 shares Class B at a value of 
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10 cents each or a total of $7,500. According to the report, the common stock is 
held by citizens of the United States. 

It thus appears from the latest available information that of the total 
capitalization of this company of $2,508,500, non-citizens contributed $2,500,000, 
with American Citizens owning the comparatively nominal amount of $8,500, or 
about % of 1 percent. 

In a parallel case, viz, that of the Virginia Steamship Company, Inc., the 
Commission at its meeting of April 6, 1949 approved the recommendation con- 
tained in my memorandum of March 21, 1949 (copy attached) that the pur- 
chase application of this company be denied because “over 99.9 percent of the 
company’s resources were invested in it by foreign citizens” with the result 
that the majority of the stock of the Company was not vested in U. 8. citizens, 
and, therefore, the controlling interest was not owned by citizens of the U. S 
within the meaning of Section 2 of the 1916 Act. The ownership and operation of 
merchant vessels under U. S. flag and registry by foreign capital is exactly what 
Congress tried to outlaw by amending the 1916 Act to its present form in 1918. I 
am attaching hereto extracts from the Congressional Record, House, June 19, 
1918. 

It is, therefore, my recommendation that you direct the Commission’s Solicitor 
to review the citizenship status of National Tanker Corporation and to recom- 
mend to the Commission promptly the necessary steps to be taken in con- 
junction with the Department of Justice. 

2. American Viking Corporation owns two T2 tankers purchased on credit 
terms, According to the report, United Tanker Corporation, discussed by me 
above, contributed 7,000 shares of preferred stock at $100 a share, or $700,000, 
plus 15,190 shares of common stock at $1 per share, i. e., a total of $715,190 out 
of a’total capitalization of $1,031,000. Accordingly, since United Tanker Cor- 
poration, as I have explained, does not appear to be a United States citizen 
within the meaning of Section 2 of the Shipping Act, 1916, over 70 percent of 
the capital of the American Viking Corporation is owned and controlled by non- 
citizens. Under this state of facts, American Viking Corporation likewise does 
not, qualify as a citizen within the meaning of Section 2 of the 1916 Act and 
should be included in the review by the Solicitor recommended by me above. 

3. Arctic Tankers, Inc., listed under Mathiasen’s Tanker Industries, Inc.— 
One T2 tanker approved for sale on credit terms to Mathiasen’s is actually 
owned by Arctic Tankers, Inc. in respect to which corporation the report 
states: 

“Information currently at hand indicates that Arctic is wholly-owned by 
United Tanker Corporation”. 

In view of this, and information previously related herein, Arctic Tankers, 
Inc. likewise does not qualify as a citizen under Section 2 of the 1916 Act and 
should be included in the review by the Solicitor recommended by me above. 

4. United States Petroleum Carriers, Inc. purchased four T2 tankers on credit 
terms. The four tankers are under ten-year charters to a Panamanian corpora- 
tion wholly owned by U. S. Petroleum Carriers. U. S. citizen ownership of stock 
has diminished from 60 percent of the 1,000 shares of no par value common stock 
at time of purchase, to 51 percent at this time. In his memorandum of April 
18, 1949 to the Chief, Division of Vessel Disposal, in connection with Victory 
Carriers, Inc., a Chairman, U. S. Maritime Commission—December 19, 1949— 
4 wholly ow ned subsidiary of United States Petroleum Carriers, Inc., the General 
Counsel stated that 


“* * * it has been admitted to us that the foreign corporation paid into the 
treasury of the U. S. Petroleum for its stock an amount greatly in excese of the 
amount paid into the treasury by the United States citizens for their 
shares * * *,” (Italics mine.) 

Preponderant financial interest by foreign citizens was the very reason why 
the Commission denied the purchase application of the Virginia Steamship Com- 
pany, Inc., to which I have already referred, having decided that the broad pro- 
visions of Section 2 of the 1916 Act and the intent and legislative history of that 
section required that stock and voting arrangements and other corporate re- 
finements seemingly giving U. S. citizens a majority stock ownership and vote, 
be disregarded for the realities of actual control. 

In his afore-mentioned memorandum of April 18, 1949, the General Counsel 
whose previous ruling confirming American citizenship of the Virginia Steam- 
ship Company the Commission overruled on April 6, 1949, sought to draw a dis- 
tinction between the case of the U. S. Petroleum Carriers and the case of the 
Virginia SS Co. on two grounds: He stated that he was unable to see how the 
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foreign interest could be said to exercise greater control over the corporation's 
affairs, Management, ete. since “each share of stock in U.S. Petroleum enjoys the 
same privileges as to voting. dividends and liquidation as each other share of 
stock.” In the case of the Virginia SS Co., however, a majority of U. S. citizen 
votes had likewise been carefully provided for, yet the Commission decided that 
“money talks” and, because the majority of the money was foreign, refused to 
consider the applicant a U. S. citizen. 

The same, according to the General Counsel's own statements, is true in the 
case of U.S. Petroleum Carriers and in the light of this economic reality, all 
technicalities pale. 

The General Counsel sees a further distinction between the two cases in the 
fact that in the case of the Virginia SS Co. the stock owned by the foreign inter- 
est enjoyed greater participation in the event of liquidation than did the Ameri- 
cun-held shares, whereas there is no such differentiation in the case of the U.S. 
Petroleum Carriers. This minor distinction in detail, of course, has no effect 
except upon liquidation of the company whereas it is the particular intent of 
Section 2 of the 1916 Act to prevent noncitizens of the U. S. A. from wielding 
control, directly or indirectly, in any way, shape, or fashion whatsoever, over 
American-registered ships and their operations during the lifetime of a cor- 
poration, The Congressional discussion bears eloquent witness to this intent, 
as will be seen from the attached extract from the Congressional Record. Suf 
fice it to quote here the following statements of Congressman Saunders of Vir 
vinia (Congressional Record, House, June 19, 1918) : 

“The amendment intends to make it impossible for any arrangement to be 
effected by which such a corporation, partnership, or association shall be a citi 
yen of the United States, when the real control of same is in the hands of aliens. 
We have sought to make the language used so sweeping and comprehensive that 
no lawyer, however ingenious, would be able to work out any device under this 
section to keep the letter, while breaking the spirit of the law.” (Page 8029.) 

“Tn other words, by the wording of this amendment such a situation is in 
tended to be brought to pass that by no possible legal legerdemain can any ar 
rangement be made by which the controlling interest may be in the hands of some 
other person or persons than citizens of the United States, and at the same time 
the corporation continue to be a citizen of the United States. I raher think the 
original act accomplished this result, but there were certain subtle suggested 
possibilities under the existing law that caused the committee to report the 
amendment under consideration, as a corrective for these possibilities.” 
8082--S035. ) 

Should the General Counsel, in spite of the legislative history, the action of the 
Commission of April 6, 1949, denying the application of the Virginia SS Co., and 
the considerations presented by me above in answer to his contention that the 
two cases differ significantly, persist in his ruling that U. S. Petrolewiar Carriers, 
Ine. is a citizen within the meaning of Section 2 of the 1916 Act, in that case it is 
my recommendation that all facts of the case be submitted to the Attorney Gen 
eral of the United States, with the approval of the President, if required, for 
review and advice. 

If U.S. Petroleum Carriers, Inc., is found not to bea U. S. citizen within the 
meaning of Section 2 of the 1916 Act, this company should be included by the 
Solicitor in the scope of the legal steps referred to by me in connection with 
United Tanker Corporation and related companies and their vessels 
>». Vielory Carriers, Inc., purchased seven Victory cargo ships on credit terms 
Which are under ten-year time-charters to a Panamanian corporation wholly 
owned by another Panamanian corporation, the principal stockholders of which 
include the same foreign citizens who are also stated to own the principal foreign 
interest in the U. S. Petroleum Carriers, Ine. 

Victory Carriers, Inc., is shown to be a wholly owned subsidiary of United 
States Petroleum Carriers, Inc., which I have just discussed. Any conclusions 
reached as to lack of U. S. citizenship of the parent company would obviously 
equally disqualify the subsidiary as a U. S. citizen within the meaning of the 
Merchant Ship Sales Act of 1946 and the Shipping Act, 1916, as amended 

I shall appreciate your advising me of the action which you decide to take with 
regard to the facts presented by me herein. 

(Signed) R. S. MeKeough, 
RAYMOND S. McKeovenr, 


 # isgi 
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UNITED STATES MARITIME COMMISSION 
COMMISSIONER RAYMOND S. McKEOoUGH 
MARCH 21, 1949. 


APPLICATION NO. 3184 BY VIRGINIA STEAMSHIP COMPANY, INC., FOR PURCHASE OF 
ONE LIBERTY Dry CARGO VESSEL, ON CREDIT TERMS 


At the Commission’s meeting of March 8, 1949, the memorandum of February 
24, 1949, from the Chief, Division of Vessel Disposal, to the Commission recom- 
mending approval of the above application was referred to me at my request for 
the purpose of further study of the citizenship qualifications of the applicant 
corporation. 

Under the Ship Sales Act of 1946 “a citizen of the United States” includes a 
corporation “only if it is a citizen of the United States within the meaning of 
Section 2 of the Shipping Act, 1916, as amended.” 

Under Section 2 of the Shipping Act of 1916, as amended, “no corporation 
* * * shall be deemed a citizen of the United States unless the controlling 
interest therein is owned by citizens of the United States * * ¥*,” 

According to memorandum of February 3, 1949, from the Chief, Bureau of 
Finance, attached to the afore-mentioned memorandum of February 24, appli- 
cant’s resources amount to $275,105. The affidavit of the president of the Cor 
poration, attached to the application, shows that the amount of $275,105 is com 
posed of $105 contributed by three stockholders, all of them American citizens, 
against the purchase of 105 shares of Class B stock and $275,000 contributed by 
two Roumanian citizens, of which $136,000 represent 100 shares of Class A 
stock and $139,000 “Capital Surplus.” Thus over 99.9 per cent of the company’s 
resources were invested in it by foreign citizens. 

In my opinion it is perfectly obvious that the controlling interest in the Vir 
ginia Steamship Company, Inc., is not owned by citizens of the United States. 

Although in view of the plain facts of the capitalization of the Virginia Steam 
ship Co., Inc., it seems hardly necessary to go into further details, it is of some 
interest to compare the facts with the detailed requirements of Section 2 (b) of 
the Shipping Act, 1916, as amended, which are as follows: 

“(b) The controlling interest in a corporation shall not be deemed to be 
owned by citizens of the United States (a) if the title to a majority of the 
stock thereof is not vested in such citizens free from any trust or fiduciary 
obligation in favor of any person not a citizen of the United States; or 
(b) if the majority of the voting power in such corporation is not vested 
in citizens of the United States; or (c) if through any contract or under 
standing it is so arranged that the majority of the voting power may be 
exercised, directly or indirectly, in behalf of any person who is not a citizen 
of the United States; or (d) if by any other means whatsoever control of 
the corporation is conferred upon or permitted to be exercised by any person 
who is not a citizen of the United States.” 

With respect to (a) above, “majority of the stock” does not mean majority 
of the number of shares since (b) above sets up citizen ownership of the majority 
voting power as a distinct and separate requirement. 

Not only is the title to the majority of the capital stock ($136,000) vested in 
noncitizens but title to the Class B stock valued at 105 is not vested in citizens 
“free from any trust or fiduciary obligation in favor of any person not a citizen 
of the United States.” To hold differently, irrespective of the formal or informa! 
legal relationship between the holders of Class B stock and the holders of Class A 
stock, would mean to deny the most elementary facts of commercial life although 
I do not mean in any way thereby to impugn the good faith and sincerity of the 
affidavit submitted to the Commission. 

With respect to (b) above, it appears that the majority of the voting power 
at the present time is vested in citizens of the United States since according to 
the affidavit each share of stock, regardless of class, casts one vote and the 
number of Class B shares must always exceed the number of Class A shares 
outstanding and since furthermore Class B shares may be issued only to citizens 
and may not be transferred to noncitizens. 

However, while these provisions are now present in the certificate of incorpo 
ration of the applicant, there is no assurance whatsoever that they will also be 
present tomorrow, or the day after title of the vessel is transferred, or a year 
later, or 10 years later since according to numbered Item 4 of the same affidavit 
a majority of the stockholders may amend the by-laws. 
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Under the by-laws as presently written, such majority vote would require that 
at least one of the citizen stockholders vote with the noncitizen stockholders to 
amend the by-laws. However, I doubt that even if they were willing to do so, 
the citizen stockholders (total investment 105) could legally and effectively 
contract away their right as individuals to vote as they please including their 
right to join at some future time the noncitizen stockholders, whose money after 
all is all that is in the company, in amending the by-laws so as to eliminate 
or reduce the protective provisions which are now being advanced as assuring 
United States citizenship of the corporation. 

With respect to (c) above, the affidavit under numbered Item 14 reads as 
follows: 

“* * * and there is no contract, understanding or arrangement that 
the voting power of such stock may be exercised, directly or indirectly, on 
behalf of any person who is not a citizen of the United States, nor is the 
control of the company conferred upon or permitted to be exercised by any 
person who is not a citizen of the United States by any means whatsoever.” 

I desire to stress that from my personal acquaintance with Mr. Joseph Fried- 
lander, Jr., President of Virginia Steamship Company, Inc., and affiant, during 
the time when he was an employee of the Maritime Commission, I am convinced 
that he has made this affidavit in good faith and honest belief. I cannot believe, 
however, that in the case of a future divergence of opinion between Mr. Fried- 
lander and Mr. Vlassopoulos, as to the policy to be pursued by the company in a 
given contingency, say a severe shipping depression, Mr. Friedlander rather than 
Mr. Viassopoulos will prevail and decide the course of action to be taken which 
may vitally affect the investment (presently $275,000) of Mr. and Mrs. Vlasso- 
poulos, which looms rather large when compared to the investment of $35 that Mr. 
Friendlander has in the company. 

With respect to (d), the same applies here and I need not repeat that from 
my knowledge and experience the economic facts of business and investments are 
more controlling than by-laws that may be changed at any time. 


RECOM MENDATION 


Accordingly, since a majority of the stock of the Virginia Steamship Company, 
Inc., is not vested in United State citizens and therefore the controling interest 
in the Virginia Steamship Company, Inc., is not owned by citizens of the United 
States within the meaning of Section 2 of the Shipping Act of 1916, and since 
sales of war-built vessels to noncitizens are no longer permitted, it is my con- 
clusion that the application of the Virginia Steamship Company, Inc., must be 
denied, and I s0 recommend, 

RAYMOND S. McKeroucH, Commissioner. 

Ce: General Files. 

Approved by the Commission April 6, 1949. 

A. J. WILtraMs, Secretary. 


-_-_ 


UNITED STATES MARITIME COMMISSION 
CHEF, Division oF VESSEL DiIsposaL 
FepruaAry 24, 1949. 


SALE oF ONE EC2-S-C1 Type War-BvuI_t VESSEL TO VIRGINIA STEAMSHIP Co., 


Inc.— APPLICATION No. 3184 Darep JANUARY 5, 1949 AND FLLep JANUARY 10, 1949 
Purpose: This memorandum is submitted to report to the Commission on the 
application of the Virginia Steamship Co., Inc., to purchase the Liberty cargo 
vessel Grorce R. Ho_mes on credit terms for United States flag operation, 
As to the applicant: 
1. Name: Virginia Steamship Co., Inc. 
Address: Room 910, 17 Battery Place, New York 4, N. Y. 
Organized—When: November 26, 1948. Where: New York. 
Citizenship: United States. Transfer registry: No. 
. Characteristics of the vessel applied for: 
TON _... EC2-S—C1 Bale cubic _.. 50,000 
Deadweight_____- ___..-- 10,800 Speed ices Neen gia: 
Propulsion__-__- Steam recip. 
Terms of sale: 25% downpayment—75% mortgage aid. 
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6. 


Past record as operator, ability, experience, and other qualifications neces- 
sary to operate and maintain vessel applied for under normal com- 
petitive conditions : 

Since it is a new corporation recently organized to engage in shipping 
the applicant shows no past experience in the operating of vessels. The 
applicant has stated however that Barber Steamship Lines, Inc., New 
York, will manage and operate the vessel when purchased. The Presi- 
dent and Vice President of applicant company are stated to be officials 
in the chartering department of Barber Steamship Lines. From an 
operating standpoint, Barber Steamship Lines is already well known 
to the Commission through its subsidiary, American West African Line 
which operated better than twenty ships for the War Shipping Adminis- 
tration under GAA, and also operated time-chartered vessels. 

Financial requirements compared with applicant's resources ; 

Required for the purchase of the vessel GrorGe R. HOLMES on mortgage 
credit terms: 


Working capital required : 


Down payment 25% of price 8136, 126 
One installment on deferred payment (15 yr. basis) 2%, 225 
Interest 314% on deferred payment 14, 293 
Insurance for one year 62, 000 
Total working capital required 230, 644 
Available working capital as at January 5, 1949 275, 105 
Net worth required : 50% of purchase price (floor) 272, 253 
Available net worth as at January 5, 1949 275, 105 


With reference to the financial qualifications of the applicant to purchase 
subject vessel on credit terms, the Chief, Bureau of Finance, in memoran- 
dum dated February 3, 1949, copy attached, has stated as follows: “On 
the basis of the financial information, it appears that the applicant has 
sufficient resources to meet the minimum financial requirements to pur 
chase, with mortgage aid, the liberty cargo vessel GeorGe R. HOLMEs, as 
requested in the application.” 

Proposed operation of vessels applied for : 

World-wide bulk cargo tramp trades, primarily for charter to Army, 
Navy, or Department of Agriculture. 

Additional information concerning applicant : 

It appears from the information submitted by the applicant, and affi 
davits pertinent thereto, that 51% of the capital stock of the Virginia 
Steamship Co. is owned by American citizens as well as voting stock to the 
same degree. The minority stock interest, representing 49% of the shares 
issued, is held by Spyros N. Viassopoulos and his wife, Greek subjects, 
who have been vouched for in a statement dated February 14, 1949 and 
signed by The Consul of Greece in New York. The American officials and 
stockholders are Joseph Friedlander, Jr., President; Vincent C. A, Bar 
nett, Vice-President and Secretary: and James G. Dunaif, Jr., Vice-Pres 
dent and Treasurer. These individuals are also listed as being directors 
of the company. Mr. Dunaif is also an executive officer of American and 
Overseas Chartering Corp., New York, 

Legal clearance: 

Under memoranda dated January 14 and 24 the comments of the Bureau 
of Law were requested with respect to subject application, specifically 
as to applicant’s citizenship status in view of alien stock ownership. 
After a review of the company's certificate of incorporation the Bureau 
of Law requested of the company’s counsel that said articles be modified 
to show that, upon dissolution of the company, the Class B steckholders 
(American interests) would along with the Class A stockholders ( Alien 
interests), be paid the amount they had contributed to the corporation 
By letter of February 14 from company’s President the Bureau of Law 
was advised that the certificate of incorporation would be amended as 
requested. On February 23, the company’s President notified this Divi 
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sion by phone that the amendment is now being processed through the 
office of the Secretary of State of New York, and that evidence of such 
amendment will be submitted to the Commission before taking title to the 
vessel. 

Concerning the applicant's status as a citizen for purposes of purchasing 
a vessel for United States flag operation under provisions of the Ship 
Sales Act, the General Counsel, in memorandum dated February 16, 1949, 
states as follows: 

“Considering the Articles of Incorporation to be amended as set forth 
in the letter, the records would justify the finding that the corporation 
is fifty-two per centum (52%) American controlled and otherwise meets 
the requirements of Section 2 of the Shipping Act, 1916, as amended, to 
be citizens of the United States for the purpose of owning and operating 
United States vessels in foreign trade.” 


rHE WAR-BUILT VESSEI 


The vessel described hereunder is an ocean-going vessel of 1.500 gross tons or 
more, owned by the United States and suitable for commercial use, and con- 
structed or contracted for by or for the account of the United States between 
January 1, 1941, and September 2, 1945. 


Name of Vessel: Grorce F. HoLMEs Status: Lay-up, Beaumont 

Type: EC2-S-C1 Unadjusted statutory sales price: $639,- 
Hull No.: E2657 OOU 

Date of construction contract: 6-8—43 Floor price: $544,506 


Date of delivery by builder: 7-24-44 


With reference to the condition of this vessel, a report received from tne 
Division of Maintenance and Repair, dated January 24, 1949, states as follows: 
“The ‘S. S. GEorGE R. HoLMes’ was last surveyed September 28 to October 15 
1948, at New Orleans in connection with redelivery off MC/BBC from Moore- 
McCormack Line at which time all necessary repairs were accomplished with the 
exception of voyage repairs which are estimated to cost $6,000.00 and require six 
working days to complete. 
“The status of Class and USCG surveys are as follows: 
“ABS Special Survey + 1 due July 1948, 
“USCG Annual Inspection due October 1949, 
“Drawing of tailshaft due July 1949. 
“ABS annual due October 1949. 
“Drydocking due September 1949." 


RECOM MENDATION 


In view of the considerations set forth herein it is recommended that the Com- 
mission : 

(a) determine that the applicant possesses the ability, experience, financial 
resources, and other qualifications necessary to enable it to operate aud maintain 
the vessel under normal competitive conditions: make this determination with 
respect to operating ability and experience, relying in substantial part upon the 
qualifications of Barber Steamship Lines, Inc., New York, as operator and man- 
ager of the vessel, and therefore direct that there shall be inserted in the mortgage 
an agreement that, (1) said operator shall not be changed by the buyer without 
the Commission’s consent, (2) a violation of such agreement may at the option 
of the Commission be declared an act of default under the mortgage and (3) this 
agreement is to remain in effect as long as any portion of the purchase price of 
the vessel remains unpaid: 

() determine that the sale of the vessel will aid in carrying out the policies 
of the Merchant Ship Sales Act of 1946; 

(¢) approve the sale to Virginia Steamship Co., Inc. of the EC2—-S—C1 type 
vessel GrorGE R. Ho_mes, or such suitable vessel of similar type as may be sub- 
stituted by the applicant acting jointly with the Division of Vessel Disposal, the 
vessel to be sold on credit terms at the statutory sales price adjusted as authorized 
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by General Order 60 to provide for the presence or absence of desirable features 
differing from the standard vessel and further adjusted to allow for normal and 
war-service depreciation; provided that before signing contract for the vessel 
Virginia Steamship Co., Inc., has given evidence satisfactory to the Bureau of 
Law that the amendment of the certificate of incorporation, as indicated herein, 
has been accomplished ; 

(d) authorize the various Divisions of the Commission to take such action as 
may be required and as prescribed by Administrative Order 101 to accomplish the 
sale and delivery of the vessel to the applicant on the basis of an allowance on the 
purchase price in accordance with the Commission's policy with respect to allow- 
ances adopted on September 9, 1947 pursuant to Sec. 3 (d) of the Merchant Ship 
Sales Act of 1946, as modified by the Independent Offices Appropriation Act, 
1946, it being understood that the Commission will expend no money in the 
performance of work; 

(e) authorize the granting to Virginia Steamship Co., Inc., of mortgage aid 
of up to 75 percent of the statutory sales price, adjusted; the mortgage notes to 
mature in equal annual installments during the period of remaining life of the 
vessel, counting the full life of a vessel for this purpose at twenty years from the 
date the vessel was built, with the right in the applicant to accelerate payment 
of the deferred portion of the purchase price; 

(f) direct that for the purpose of this particular sale General Order 60 Section 
299.21 (2) (iii) shall read as follows: Net worth, as defined in Section 299.1 
(c), at least equal to 50 percent of the purchase price of the war-built vessel. 

J. L. PIMPER, 
Chief, Division of Vessel Disposal. 
Approval recommended : 
W. C. HIPKINs, 
For Chief, Bureau of Government Aids. 
Chief, Bureau of Government Aids. 
E. BRUTENBACH, 
Chief, Bureau of Finance. 
No Legal Objection : 
ELMER E, Metz, 
Assistant General Counsel. 
Approval recommended : 
W.S. AKINs, 
For General Manager. 
Disapproved by the Commission April 6, 1949. 
JRRorke/mg. 


A. J. WILLIAMS, 
Secretary. 


Chief, Bureau of Government Aids. FEBRUARY 8, 1949. 
(Attn.: Chief, Division of Vessel Disposal. ) Refer to FA-21 
Chief, Bureau of Finance 
Virginia Steamship Company—Application No. 3164—-To Purchase One (1) 
Liberty Cargo Vessel on Credit Terms. 

Reference is made to your memorandum of January 14, 1949, with which you 
transmitted to this office, for comment, a copy of the subject application. 

In application No. 3184, the Applicant offers to purchase on credit terms, under 
Section 4 of the Merchant Ship Sales Act of 1946, one (1) C2-—-S-—C1 type vessel, 
designating the SS. Grorcre R. Ho_mes, and agreed to pay 25% of the purchase 
price not later than upon delivery of the vessel. 

The Applicant, a newly organized corporation, submitted its balance sheet as 
at January 5, 1949, certified by an officer of the corporation, which shows net 
current working assets of $275,105 (cash) and net worth of $275,105. 

A comparison of the financial resources of the Applicant with the minimum 
financial requirements to purchase, with mortgage aid, the war-built vessel 
GEorGE R. Hotmes, built July 24, 1944, based on the “Floor Price’ and determined 
in accordance with the provisions of General Order No. 60 and supplements there 
to, is as follows: 
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a sali ——— 





i | 
| Minimum | Available | Excess 
|requirements | resources | resources 





WORKING CAPITAL 


GEORGE R. HoLMEsS—EC2-S-C aoe 
Purchase Price al Soe $544, 506 
25% Down payme nt- SE ERS $136, 126 
Mortgage Indebtedness._-.._...........------- "408, 380 
One annual installment of mortgage notes (15 year basis) : 27, 225 
Interest 340% first year a EES J 14, 293 an 
Insurance for one year. .... Ye NESS : 62, 000 


Total. __. Se ieee Ao os aS 239, 644 $275, 105 S 5, 461 
NET WORTH | 


GEORGE R. HOLMEs: 50% of “Floor Price”’ 





Tete... cons 275, 105 2 852 


The annual mortgage obligations of $27,225 and interest for the first year of 
$14,293, amounts to $41,518. Since the Applicant is a newly organized corpora- 
tion, n® prior earning records are available. 

On the basis of the financial information, it appears that the Applicant has 
sufficient resources to meet the minimum financial requirements to purchase, 
with mortgage aid, the liberty cargo vessel Grorce R. HOLMES, as requested in 
the applic ation. 

BE. V. BREITENBACH, 
Chief, Bureau of Finance. 
Mail Register Copy—N. 7767. 
GJBentley /deh. 





UNITED STATES MARITIME COMMISSION, 
Washington, July 6, 1949. 

To: The Secretary. 

From: Commissioner McKeough. 

Subject: Citizenship Question Involved in the Application of Panamerican 
Steamship Corporation for Purchase of One Dry Cargo Liberty Type Vessel. 
The above application was Item 20 on the agenda of the Commission meeting 

of June 23 and at my request was referred to me by the Commission for the pur- 

pose of clarification of the citizenship status of the applicant. 

I am attaching hereto a copy of my memorandum to the General Counsel dated 
June 24, 1949. I have now received from him the following reply dated July 1, 
1949: 

“This will reply to your memorandum of June 24, 1949, entitled as above. 

“T am now advised by the Division of Vessel Disposal that on June 27, 
1949 Panamerican Steamship ¢ ‘orporation withdrew its application to pur- 
chase and that the stockholders’ investment in the corporation is being re- 
funded to them. It therefore appears unnecessary to enter upon a recon- 
sideration of the opinion expressed in my memorandum of June 6, 1949. I 
shall be glad to do so, however, should the application be revived or should a 
similar situation arise.” 
In view of your memorandum to me dated June 23, which reads as follows: 

“At a meeting today the Commission referred to you at your request 
memorandum dated June 14, 1949, from the Chief, Division of Vessel Dis- 
posal, on the above matter. I have removed this matter from the docket until 
| hear from you.” 

I am returning this to you in order that you may advise the Commission that 

the matter should be finally removed from the docket because of the withdrawal 

of the application. 
(Signed) R. S. McKeough 
RAYMOND S. McKeoucnH, Commissioner. 

Attachment. 

(Nore.- 6/27/49 Panamerican withdrew application - Sa See Mr. 
Pimper’s memo of July 1, 1949, which was part of #22, 7/12/49.) 
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June 24, 1949 \ 
To: General Counsel. 
From: Commissioner McKeough. 
To: General Counsel, 
Subject: Citizenship Question Involved in the Application of Panamerican SS 

Corp. for Purchase of One Dry Cargo Liberty Type Vessel. 

Reference is made to memorandum of June 14, 1949, from Chief, Division of 
Vessel Disposal, to the Commission with respect to the above application which 
Was Item 12 on the agenda of the Commission meeting of June 23 at which meet 
ing the Commission referred it to me for the purpose of clarification of the citizen- 
ship status of the applicant. 

On p. 3 of the memorandum reference is made to a memorandum from you 
dated June 6, 1949, in which you are quoted to have concluded that the appli 
cant is “entitled to purchase, own and operate vessels of the United States under 
United States law in foreign trade.” 

The aforementioned memorandum from the Chief, Division of Vessel Disposal, 
dated June 14, 1949, relates on pp. 2 and 3 that the applicant’s capitalization is 
$272,500 and that of this amount 54 percent or $147,150 is owned by United 
States citizens and 46 percent or $125,350 is owned outright by noncitizens 

Among the principal citizen shareholders the memorandum lists the Pan 
oceanic SS. Corp., New York 

Upon inquiry, Tam advised by the Vessel Disposal Division that Panoceanii 
SS. Corp. owns $54,500 worth of stock of Panamerican SS. Corp., i.e., 20 percent 
of the total capitalization 

Memorandum of November 25, 1948 from Chief, Division of Vessel Disposal, 
to the Commission via General Manager on the subject “United States Navi 
gation Co.—Transfer JASPER F. CRoPsky under Sale and Assumption of Mort 
sage to Panoceanic Steamship Corporation” shows on pp. 3 and 4 that 55 percent 
of the stock of Panoceani¢ SS. Corp. is held in the name of United States citizens. 
The balance of 45 percent is said to be owned by noncitizen interests. 

With noncitizens holding a 45 percent interest in Panoceanic which in turn 
owns $54,500 worth of stock in Panamerican, it appears that out of Panamerican 
stock ostensibly held by citizens, actually noncitizens have a $24,525 interest (45 
percent of $54,500). 

Adding the indirect noncitizen interest of $24,525 to the direct noncitizer ; 
stock holdings in Panamerican amounting to $125,350 (46 percent of tota 
capitalization of $272,500) it appears that the total nonecitizen interest in Pan 
american, direct and indirect, aggregates S8149,S75, or a majority of exactly 
percent of the applicant’s total capitalization 

In denying on April 6, 184), the application of the Virginia Steamship Cor 
pany for purchase of a dry cargo Liberty vessel, the Commission accepted 
its standard for the determination of cititenship qualifications the actual financia 
interest as expressed in dollars and cents rather than the numbers of shares 
other technical features, in conformity with the clear congressional intent, which 
I brought to the attention of the Commission, of ruling out any possible loop 
hole or arrangement through which, directly or indirectly, noncitizens could 
obtain a majority interest in an American flag vessel. 

My inquiries have established that noncitizens, directly or indirectly, own 
a majority interest in the Panamerican SS. Corp. Ownership of American 
flag ships under these circumstances is exactly what Congress wanted to prevent 
I suggest, therefore, that you review your earlier citizenship finding in the 
light of the above information and submit your findings to me so that I may have 
the matter returned to the docket. 

(Signed) R. S. McKeough 
RAYMOND S. McKErouGH, Commissions 


CC: Secretary. 
General Files. 
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Exminir No, 57 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington 25, D. C., March 12, 1952. 
Hon. CrYpE R. Hory, 
Chairman Senate Permanent Subcommittee on Investigations, 
lUnited States Senate, Washington 25, D.C. 


Dear SENATOR Hory: The Commission complied with a request of March 10, 
1952, from the Chief Counsel of your Committee by transmitting on March 11th 
certain letters and memoranda pertaining to forfeitures allegedly incurred by the 
vessels SS ST. CHRISTOPHER, SS DESTINY, SS MEACHAM and SS KET 
TLEMAN HILLS, and the masters thereof. In order to assist your Committee 
in its examination of these documents, I am pleased to submit the letter which 
was mentioned in our telephone conversation regarding the matter. 

The Commission is authorized by Section 504 (b) of the Communications Act to 
remit or mitigate, upon application therefor, the forfeitures incurred under the 
terms of Section 362 of that Act. In exercising its discretion in this connection, it 
is the practice of the Commission to consider the arguments set forth in the appli- 
cation for relief together with the discussion and recommendation of the staff. 
The members then arrive at a Conclusion with regard to a sum which is considered 
reasonable, under all the circumstances, to meet the purposes of the punitive legis 
lation and to serve the public interest. The offer of this sum in mitigation of the 
total forfeiture liability carries with it a time limitation, If this is not met, and 
if no further proceedings are requested, the matter is referred to the Attorney 
General for suit to prosecute for recovery in accordance with the terms of Section 
5DO4 of the Act. 

It should be borne in mind that the primary purpose of the forfeiture is to insure 
the availability of radiocommunications as an element contributing to safety of 
life at sea. It is in no sense a revenue measure. Accordingly, it is the policy of 
the Commission to mitigate the possible statutory forfeiture liability to the 
winimum which will bring about future compliance both on the part of the vessel 
under immediate consideration as well as others who may be faced with similar 
circuimstances 

It may be stated that the forfeitures in the past have, for the most part, been 
applied to instances where vessels have made short coastwise voyages or a single 
Transoceanic crossing without any communication whatever due to absenm 


either the operator or the radio equipment These cases the Commission con 
siders serious from a safety standpoint not only because the vessel itself is 
without communication but also because it is not available as a rescue unit for 
any other vessel that may encounter disaster. The total forfeiture liability in 
such instances is generally a modest figure by reason of the single voyage of only 
a few days duration When these cases are investigated, however, it is fre 


quently found that there are circumtsances or factors which warrant mitiga 
tion or even remission of the forfeiture in full. 

The vessels here under consideration remained away from United States 
ports for a considerable period and did not come to the attention of the Commis 
sion’s inspectors. We found that the owners and masters, acting under a mis 
conception of the requirements of law, employed foreign operators, after having 
lost the services of the original United States operators, over a period of several 
months and thus became liable to theoretical forfeitures of staggering amounts. 
In considering the application for mitigation, the Commission had in mind two 
basic factors, namely, (a) that from a safety standpoint the vessels maintained 
their radio equipment in proper operating condition and in charge of technically 
qualified radio operators, and (b) that the companies and the masters were 
under the impression that radio operators were subject to the same shipping laws 
as other crew members, which provide that when services of any crew member 
(except the captain) are lost in a foreign port he may be replaced by a foreign 
crew member until such time as the vessel returns to a port of the United States 
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Yhere is perhaps some justification for this impression since it appears that at 
least some of the consuls abroad held this view also. It is the position of the 
Commission that the specific requirement of citizenship set forth in the Com- 
munications Act prevails over the general provision of the shipping laws. It is 
understood that the State Department has since advised the consuls of this 
interpretation. 

There is one further and important factor, however, bearing on the question 
of employment of a foreign operator abroad. This is the provision in the Radio 
Regulations attached to the International Telecommunication and Radio Treaty, 
Atlantic City, 1947, which provides as follows: 

“Chapter XI, Art. 24, Paragraph 2 (1)—In the case of complete unavailability 
of the operator in the course of a sea passage, a flight or a journey, the master or 
the person responsible for the station may authorize, solely as a temporary 
measure, an operator holding a certificate issued by the government of anothe~ 
country member of the Union to perform the radiocommunication service.’ 

It is the conclusion of the Commission that this provision of Treaty is effective 
to permit the employment of an operator licensed by another country which is 
party to the Treaty in those emergency situations where the services of the United 
States operator are unexpectedly lost while the vessel is in a foreign port, but only 
as a temporary expedient. The phrase “temporary measure” is susceptible of 
interpretation, of course, but we have not had many cases in which the question 
has arisen. We feel certain, however, that it is not necessarily a period continu- 
ing until the vessel returns to a port of the United States. In the case of the 
tankers in question, we felt that the continued operation of the vessels with a 
foreign operator over a period of many months should not be construed as coming 
fully within the terms of the Treaty exception. 

Before any forfeitures had been notified to these vessels and their masters, 
the crews, including the radio operator, had been changed to 100 percent United 
States citizenship. In view of all of the circumstances, the Commission con- 
sidered that the mitigation of these forfeitures in the nominal amount of $2,000 
for each vessel was justified and served the public interest. The Commission 
will be pleased to cooperate in providing any further information that may be 
helpful to the Committee. 

By direction of the Commission. 


Pavur A. WALKER, Chairman. 










SUPPLEMENTAL Data 


SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 






AMERICAN OVERSEAS TANKER CORP. 


, 705,000 
(Incorporated in Delaware 8-26-47) 


Loaned on 12-30-h7 













Original Stockholders and officers: 
Joseph E. Casey, President & 
Treasurer OO shares 
E. Stanley Mein, OO shares 
Julius C. Holmes, Vice Presi- 
dent & Secretary 900 shares 





















Charter sire from 
Greenwi assigned 
to Metropolitan 









Government -owned vessels acquired: 


) 
) Panamanian flag 
vessels 






s 
15 year bareboat 
$1,013,250 charter at $.38 
Toaned on 12-19-47 p.d.w.t. per month 
made 10-21-47 
7 


| 
| 
V 


GREENWICH MaRINE CORP. E TAN E INS CE Co. 
(An affiliate of Marine Stock issued ]2-23-47) 
Transport Lines, Inc.) Charter hire from 
Stockholders: I ian Transpo? 
Majority of stock held by: $1,013,250 assignment to Metro- 
W. N. Westerlund Loaned on 12-19-47 Same as stockholders of Ameri - politan Life 
can Overseas Tamkcr Corp., (see au a= GEeD 
above). Each stockholder acquired 
Ellis Knowles two shares in this corporation for 
each share held in American Over- 
seas. 


(Owned no vessels) 





5 year bareboat 
charter at $2.20 
p-d.w.t. per month 
made 10-21-47 

w 


v 
PANAMA TRANSPORT CORP. 
(A Panamanian Corporation) 


A 
| 







$2,191,305 charter hire l 
due to Greenwich Marine 
annually assigned and paid j 
to Metropolitan to retire 
American Overseas Tanker 


Ws cll ceca di ool 















Legend: -- 



















A subsidiary of Standard 
O11 Co. of New Jersey. 


Minancing arrangement: Gua 
Ship chartering eeeeee6 


Charter hire payments 
or assignments 

















CHART NO. 2 SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 


AMERICAN OVERSEAS TANKER CORP. GREENWICH MARINE CORP. 
(Incorporated in Delaware 8-26-47) (Incorporated in Panam 8-8-7) 
All stock in this corporation (20,000) shares 
sold to World Tanker Corp. on 6-26-50 for 
$2,760,000. 















All stock (10,000 shares) of this corporation 
sold to Delaware Tanker Corp. on 6-26-50 for 
$40,000. 









affiliated 
Stockholders 2nd officers as of 6-26-50 (see . 


Stockholders at time of sale, same as stock- 
separate sheet). 


holders of American Overseas Tanker Corp. (see 
attached sheet). 





Vessels owned by this corporation 6-26-50: 
SS _OWYHEE 
Ss 
SS_UMATILIA 
SS GERVAIS 
SS_FORT GEORGF 


(owned no vessels) 


Panamanian flag vessels 


ed 


* 
s 
Five tankers chartered to Greenwich Marine a 
0200080006880 068088OOS8SCOSSOSCECCEC8EOSBEESE 


DELAWARE TANKER CORP. 
(Incorporated in Delaware 7-10-50 under 


WORLD TANKER CORP, 
(Incorporated in Liberia) 


Officers and directors as of 6-26-50: 


name of World Tanker Corp.) 






Stockholders and officers as of 7-25-50: 


Pres. N. Papadam (Greek citizen) Director 
Vice Pres. E. Simpson (British citizen) ” 
George Trypanis - President ane W. Wilson ( * ; 


David R. Dorn - Secretary and Treasurer 





i ee tC” "  )Director 


George Trypanis (U. S. citizen) 100 shares 
Mary Dracopoulos(U. S. citizen) 9 shares 
David R. Dorn (U.S. citizen) 75 shares 
Staris Cia de Vapores (Panamanian Corp.) 125 shares 
Maureen Cia de Vapores(Panamanian Corp.) 120 shares 





All stock issued to bearer and held by Stavros 
Niarchos as nominee. 


(Owned no vessels) 











Stavros Niarchos 
(A Greek citizen) 
resides abroad 








CHART NO. 3 


OCEANIC MARITIME CORP 
(Incorporated in Delaware ve Guik-48) 


Officers (6-14-48): 

Joseph E. Casey - Pres. 

E. Stanley Klein - V. Pres. 
James G. Mackey - Sec. & Treas. 


Stockholders (6-14-88): 
National Tanker Corp. 1,000 shares (common) 



















Held title to: 
SS KETTLEMAN ETLIS (acquired 6-15-48 from 
Natioml Tanker Corp.) 





AMERICAN OVERSEAS TANKER CORP 
(Incorporated in Delaware 6-06.47) 


For other details see Chart #1. 


Maritime Commission allocated the 3 following 
tankers to this firm on 12-30-h7 (title never taken) 





NATIONAL TANKER CORP. 
(Incorporated in Delaware 1-23-48) 


Officers and stockholders as of 1-23-48: 


Pres. 300 shares 

Vv. Pres. ap: * 

Sec. & Treas. None 
Julius C. Holmes 300 shares 


Title taken to following vessels: 
SS KETTLEMAN HILLS (acquired from government 
4-29-48) 
SS_MEACHAM (acquired from government 5-14-48) 


Stock sold to United 

Tanker 10-11-48 under 

option agreement of 
1-24-48 


UNITED TANKER CORP 


Original officers: 

Farold Ce. Lenfest = Pres. 

Walter H. Sieling - V. Pres. 
Chung Ching Wei - Sec. & Treas. 


China Trading & Industrial Development Corp. - 
10 shares class A 









(cost $2,000) 
Harold C. Lenfest 10 shares class B 
(cost $2.00) 
Walter H. Sieling . 
Arthur M. Tode 





(No veasels owned by this corporation) 


SENATE PERMANENT SUBCOMMITTEE oN INVESTIGATIONS 


TRANS-WORLD MARITIME CORP. 
(Incorporated in Delaware 7-31-45) 


Officers (7-31-48): 

Joseph ¥. Casey = Pres. 

E. Stanley Klein - V. Pres. 
James G. Mackey - Sec. & Treas, 







Stockholders - as of January 1949 all stock owned 
by National Tanker Corp. 


Title taken to Se as of 8-18-48, 
Delivery date 1 ° 
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CHART NO. 4 SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 


—$<—<—$—$—$—<—<—<——_$$————————— 


CHINESE PETROLEUM CORP. ; 
(A Chinese Corporation) 











CEIRA INTERRATIONAL FOUNDATION . 
(Incorporated in Delaware 6-148 


(A Chinese Corporetion) ae charitable corporation) 






A eubdsidiary of the National Resources & $$$$$$ 
Commission, Chinese Natiomlist Govern- Officers as of Dec. 1947 (211 Chinese citi- 


tens): 


ment. 
D. N. Tjian, Chairman of the Board 
| C. T. Shen, Generel aimee (Pres.) 
C. Y, Chen, Subd-Manager (Vice Pres.) 
) Chung Ching Wei, Sud-Manager (Vice Pres.) 
| 





UNITED TANKER CORP. 
(Incorporated in Delaware 12-10-47) 


Original officers: 
Harold C. Lenfeet - President 
Walter H. Sieling - Vice Pres. 
Chung Ching Wei ~ Sec. & Treas. 





eee we 


UNITED SECURITIES CORP. 
(Incorporated Liberia 12-46-50) 


Directors: 





















D. B. Tjian (Chinese citizen 3,550 shares Stockholdere ae of 1-24-46: 4 3 ‘ 
P. ¥. Eau Chinese cities , goes China Trading & Industrial Dev. Corp. con - A Walter E. Sieling - 
. . Chan inese o - 2000 = 
we Harold C. Lenfest 10 shares Class B c. D. —_ ‘ Treasurer 
All stock originally held by D. N. Tjian. (cost $2.00) e arthur M. Tode Director 
Walter H. Sieling 7 tockholéers: os . eae 
In 1951 all stock transferred to China Arthur M. Tode : 1000 shares 








Trading and Industrial Development Corp. 
(Hong Kong) Ltd. 










Present stockholders: 
China International Foundation Inc. 85,000 shares (common) 
United Securities Corp. 3,550 shares (preferred) 
Meacham Corp. 11,750 shares (preferred) 







Held title to: 


58, MAGIA (noautret from Rational 
+ 11-7-49) 










This corporation holds title to no vessels 


subsidiary eubdsidiary 
PRIVATE BANKER PRIVATE BANKER 
4 RATIONAL TANKER CORP. ARCTIC TANKERS, INC. 
$ (Incorporated in Delaware 1-23-48) (Incorporated in New York 2-5-48) 
Stockholders: Officers after 1-31-49: $ Stockholders as of 2-5-48: 
Olga Konow (held all stock as of 9-5-7) Harold C. Lenfest - Pres. leon F. Bergere 102 shares 
United Tanker Corp. (had acquired al) $ Walter H. Sieling - Vice Pres. M. A. Mathiasen 98 shares 
stock as of 12-7~-49) Chung Ching Wei - V. Pres. & Sec. 


In 7-23-45 United acquired all stock under 
option agreement of 5-24-48. 


Officers after United exercised its stock 
option: 


Harold C. Lenfest ~ Pres. 
Walter H. Sieling - Vice Pres. 
Chung Ching Wei - Sec. & Treas. 


Goverment-owned vessels acquired: 


= All stock acquired by United Tanker under 


option agreement of 1-24-45. 


corporation held title to following veseels: 
ss HILIS (sold to Oceanic 
time 6-15 


Maritime 6-15-48) 
SS ERR (ood to Meacham Corp. 
11-7-89 


Thie firm liquidated Dec. 1949 all assets 
transferred to United. 


Government -owned vessel acquired: 
SS WEW LONDON 











TRANS WORLD MARITIME CORP. 
(Incorporated in Delaware 7-31-48) 


OCEANIC MARITIME CORP. 
(Incorporated in Delaware 6-14-48) 


Officers after 1-31-49: 
Marolé C. Lenfest - Pres. 
Walter H. Sieling - Vice Pres. 
Chung Ching Wei ~~ Vice Pres. & Treas. 






Officers in Trans-World after 1-31-49: 
Harold C. Lenfest - Pres. 
Walter H. Sieling - Vice Pres. 
Chung Ching Wel - Sec. & Treas. 

















Stockholders (6-14-48): 
Matiomal Tanker Corp. 1000 shares 
(comman ) 






Stockholders: 
All etock owned by Matioml Tanker 


Held title to: Corp. as of date of incorporetion. 


(acquired from 
Mational Tanker Corp. 6-15-48) 
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